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Q’UTt^n I 

r-.s ruoDLSM sd hijtow 

TiiS pfKiH^rK 

Jtat««ant of thtt probl«« » 

It l8 th* purpoao of this «tudy to conpare tho r*tir«fli«nt 
•ystM of th* «ra*d forces with tboc* Is business and Industry In ordar 
to: (1) Identify the purposes, salient eharacteristles, and benefits in 
each; (3) identify the trends in civllisn systoss; (3) appraise the 
retlreaent systeaa of the artsed forces, {Siviog eonslderatloo to the 
interests of the personnel, of the soraranent end of the public; end (4) 
propose leprOTeaents to tbe retlreaent systea of the allltary estsbllsh- 
ment* 



Llftlte of tbe problee. 

First, ss is sny study inyoleing a oossldsrstioo of data 
that are spread through an exteaslTe field, a oejer problea ie the 
cecurisg of a repreeentatiye sasple of these dete* K'ith the ortaed 
forces, ne serious diffleulty is i&Tolesd bsoause of the limited number 
of orgenisstloits to be oonsidered, end beoaoso of the close similarity 
of preTisions for retirement among the three aerricee. Howeesr, in the 
field of business and Industry, it has rsoently bssn estimated that there 
are oror cine thousand retirement plena. ^ In addition, there urs a large 
number of employee benefit plans, usually insurance plana, covering 
dlsebillty and death benefits. Sszt, there are differences between tbe 
two organization eatagorias that do not lend themselves to oosparison on 
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any basis approaching quantificstion* Tbsss Iccluds prlceipally (1) ths 
con^itiOBs of sorvioe (for sxampls, what conaidaratios should bs glYSo 
to ths "ffiigratory oxistancs” asd ths hours of larvios of Ksabsrs of tbs 
sr«sd foross?),^ (2) ths tsnurs of position (how doss tho instability of 
SAployssot of tho buslnssB£sa and ths industrial worker dus to businsss 
eyolss eospsrs with that of sorrios psrsecnsl esussd by forosd attrition 
is ths pronotioa syston and to out>baeks in ths sizs of ths military 
sstablishssnt?), and (3) tho orucisl nature of mission (to what dsgrss 
do ths inportanos of missions differ, and what eonsldsration should b# 
givsa in tbs sstting of srmsd forcss rstirasant prt>Tisions and tho 
granting of bsooflts?). Ths bssring of such msttsrs upon a coaparatiYO 
study is appraelatsd, and it should ba racognizsd that tbay ars factors 
that ars difficult to wsigh* 

Importsr.es of ths study . 

Today tbsrs ars frsqusnt rsfsronees in tbs daily nswspapar 
to adoption of now pension plans and modifiostlon of old plans. Tbsss 
testify to ths ifiportant role that ths subject of rstlrsnsnt plays In 
today's industrial world. Strikes, often threatened and frequently 
executed, testify that this is eurrantly en important issue. In 1946, 
ths Kational Labor lielstions Board, in the case of tbs Inland Stssl 
Company, ruled that employers must bsrgsin colleetiYsly on pensions, 
health and waif era bsnsfits.^ Congressional considsretion of amsndmects 
to the Social Security Act attest ths national significanca of security 
in old age aad disability.^ Passage of ths "Caresr Cosponastion Act of 
1949" demonstrates aotiYO Intareat by the goYornaent in retirement lews 
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aff«ctiisg tha «r 2 «d foreas. gaasteaat of this lea, eoTorlag both ««rTice 
oospanaatlon. ax>d disability ratiraaant, was praesdsd by a auabar of 
studios scd s:::tsnaiTS hsariags on all phasss of silitary rotlx^issnt. 

Only vlds dlffardcess of opinion on csrtsio phasss of rstlrsstsnt and tha 
urgoat naad for ninixua laglalatlon asoounts for tha fallura to Inclada 
all typas of ratiranant. Guparannuatloa, forced, and “Toluatary” ratira- 
Bsnt, flnanelog and adainistration of tha retirasiant ayataioa within tha 
military astablisbcant continue to ba a subjaot of Congrassional study. 

As In tha conaldaretioa of auch laslslatlon InTOlTing tha sxpandltura of 
fOTarsaant funds for prograna included under paraonnal asnageoant, tha 
question raours, ’*Ho« does this proposal conpera with proctica in 
business and induatry?” 

Dsto and eathods used. 

Aa Indioatad abova, tha field of industrial retiranant 
aysteiM la an axtacsiva oaa baosuss of tha nunbar of plans inTolvad. 

Also, asong indirldual plana there la an axtresaly wide yarlation in 
proTisiona for ratiraKsat banaflta, aaatlng, eontrlbutlona and other 
fsctcra. Therafora, the writer sought data which sight provide 
infomation mora raprssaotativa of industrial practice than would a 
necessarily ssuill sacpla of indlTldual plana. Inforaation of this type 
wes found is tha fora of four asperate surToya oonduetad by one author 
and twc large organizations: a survey of 269 ratlraxant plens conducted 

by the Bankars Trust Coapany of Haw York, 5 aaperata analyaas of 376 group 
annuity plsna^ and of fifty aaployaa benefit plans in the steel industry,^ 
and a survey of 613 ratlreaent plana by Hugh 0*Naill.® Although 
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ladlridual coapasy plans will ba used for aupplenostery purposes, data 
derived from the ebora 8r>uross will be used prlasarlly lo direct 
statistical ooapariaona. 

Frevious rssesreh in the subject field . 

In 1948, J* H. Itackroth at this uniTeralty, presented a 
thesis le which he mads a study eooparlns the rstlrsaent systea of the 
United States Kery with systems in the Federal eirll service, the State 
of Ohio civil service, the Foreign Jervioe of the Stats Departaset, and 
Uocisl Security.^ The present study msy be considered an extension of 
the above comparisons into the business and industrial fields* 



HI3TCHY 



Zt Is known that pensions were granted to military personnel in 
the days of the Roman laplrs,^^ but in those early days of history, up 
through the communsl and feudal eras, there was little need for security 
plena covering the populetion at large, ken* a life ley close to the 
soil, end from birth to death hs drew his subsistence directly from the 
land. In his old age, he wes oared for end supported at home by the 
younger generation. His position In society was usually fixed from 
birth, depending upon the class into which be was born end each class 
was responsible for the walfers of the class just below it. However, 
with tbs advent of the industrial system, bis position underwsnt a soeisl 
ttnd economic ebaegs. From then on his position in economy wes based, cot 
on status in a hierarchy, but on individual contract in smployment.^^ 
Economically, he was now dependent upon wages to provide bin with the 
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Of life. Ihoa osployiioat eoooodi, lifo, or «it lonst the 
•taodnrd of llTlcfff «ss ondongorod. It w«« to »«et tho ooodo of this 
n«i» prodleoMct th&t l8r£«*seal« ponslon plans asaia Into batog. In tba 
yaars sinoo iba baginning of ths naw are, industry baa soar, provision 
sada for tbs non-taployabla through ebarity, both public and privata, 
and through savinea, both voluntary and ooapulsory* As vlth many sooial 
raforas, tha dovalopaent of forssl ratiraaaat plana oooas to h^va 
originatad with government. Xn 1810, a formal rotiraaant plan was 
adoptad for British civil aarvanta.* A rotirattant aystaa was devolopad 
for Swiss school taacbars in 1839<^^ lo 1852, tha English adoptad a 
plan for military parsonoel.^^ A contributory ratlramont ayeta*- wsa 
adoptad in Carman industry in 1660.^^ Vurray Latiaar naotiona racorda 
of paasioma baiag grantad to slavaa in the United States. 

nuaigess and industry. 

Cna method of providing for ruparannuatad and disabled 
amployaaa ia still in use today, although to a laassr ds^i;raa than In 
yaars past. This is tha provision of lower paid Jabs whose roqulramants 
can be met by tbs eaployae of decreasing or rsdocad espafollitias. 

Ixamplaa of such provision era in tha fllllog of poaitions aa watchman 
and gatakaapars by aaployaas no longer able to moot the physical or 
mental sraqulramsnts of formerly hold Jobs. Also, in tha nlnataanth 
century there ware numarous informal pansion plena, ia which a former 
amployaa might be provided for through the dlabursaisiant of company funds, 
fiapendlBg os business corditions and tha whims of tho employer, burray 
Latimer, in a vary tharougb study of industrial retlramant plans in tha 
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United States end Canada, cotes tbat the first foraaX rotl resent system 

os the Aoerlosn continent was that of the Crand Trunk Railwey of Canada, 

adapted la 1674.^^ It was a contributory system {for the clerical and 

Indoor staff entarln«£ aerTica bafora tha aga of thlrty-aeran) under 

which employee and employer each contributed 2g per cent of aslary and 

retlrassnt waa permitted at the a^e of fifty-fire with an annual benefit 

equal to one sixtieth of pay at time of retirement multiplied by the 

cumber of yesra service, with a maximum of two thirds of final pay. In 

1875 the American Sxpress Company In&uguratad a non-contrlbutory system.^^^ 

Tha Baltimore and Ohio Railroad Inaugurated o contributory plan la 1880,^^ 

The first formal plan In ths manufacturlag Industry was Initiated In 1882 

by Alfred Colge, a liew York felt manufacturer. Hla company, however, 

failed In 1698 and it waa not until 1901 that the Gurnegla Steel 

Corporation Inaugurated the first enduring plan In the aMnufacturing 
2r 

field. ‘ Leading the way In the development of retirement plans wers 
ths railway, steel, public utility, and oil companies* Indicative of 
the extension of coverage of amployaas la the railroad Industry In the 
United States ara the feliowlog flgurea: In 1890 approxinstsly three 

per -cent of all railroad employaoa were covered by retirement plans. In 
1900 alevtn par cent, in I 9 IO fifty per cant. In 1920 saventy-six per 
cant, and in 1927 eighty-two per cent.^^ Since the latter date the 
federal gevernment hea token control of retirement In this field under 
the Rollroed Retireaeat Aet of 1935. 

Overall growth of plans In bualaeaa and Industry Is Indl- 
estsd la the following list of plans adopted up to 1929:^ 
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1874 to 1900 - 12 pImBS adopted 

1901 to 1905 - 24 plans adoptad 

1906 to 1910 - 30 piece adopted 

1911 to 1915 ^ 101 plana adopted 

1916 to 1920 * 120 plana adopted 

1921 to 192$ - 72 place adopted 

1926 to 1929 • 59 plena adopted 

Of thaaa 418 plana, 397 raaaiaed in 1929* 7raesur]r Dapartaent data on 
plana approved by the Bureau of Internal flerenua Indicate rapid growth 
in later yeara.^^ 517 plane ware Initiated from 1930 through 1939. In 
1940 and up through August 1942, 843 plans ware initiated. Over four 
thousand plans ware initiated in the following twenty-eight nontba, 
through 1944. ^ the close of 1946 a total of approxiaataly eavan 

thousand plans had bean insuguratad. As previously iediested, a total 
of about nine thousand retlraaent pleas are now in operation. (Last 
tbaaa numbara prove aialaading to the reader, it should be noted that 
the total nunbar of corporations in the United Ctataa approechaa five 
hundred thousand). Principal causes of the radical inoreasa in 
ausbara of plans during the recant war yeara were three in ousbar: 

(1) the allowsnca of corporation Icoosa tax daduetiooa for profits 
transfarrad to approved panaioo plana, (2) the high excess profits 
tax rata during thaae years, and (3) the freezing of wagaa, ioolining 
aaployara to attract and hold e%ployeaa through other forsa of 
aoapensatioD. 

7ha Old Age and ‘lurvivers Insurance (social iecurity) and 
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^•ilroud Hatlreaant syatmt, adslaistaredi by th« fed«ral fOTornjecst, 

•Iso proTids for Industrial vorkora. 

ArBod Foroas .^^ 

"Voluntary" ratlraaant for military paraonaol, contrary to 
tha baliaf of eony, although inltiatad at tha raquast of tha nambar of 
tha military aatablishmant, may not ba affaetad without tha approral of 
tha iSacrotary of tha dapartmant ooneamad* Such approval ia usually 
given only on grounds thst will ba of banafit to tha govaramast. From 
its inception in 1355 > voluntary ratiraaant has bean eloaaly ssaociatad 
with tha aaiotaRaRca of a promotional systam and has davaloped into an 
indueanant in tha racrultmant and retention of poraonnal. An act of 
1355 provided that naval officara of certain grades could bo placed on 
a "Haserva Liat” with either leave of abaanea pay or furlough pay, A 
"Retired List" wsa astabliahad in 1357, marking ita first appaaranoa on 
Faiaral atatutaa. '¥ith tha advent of tha Civil Ktr more attention was 
paid to tha diapoaal of auparannuatad officara who, though no longer fit 
for aarvica (aoM wore ovar eighty years old), wars Ronathelaaa holding 
down active duty billata. 3o in 1061 lagielation was anectad, covering 
both the Army and tha Kovy, which provided for voluntary ratiraaant of 
officara at savanty-flva par cont of aetiva duty pay after forty ya»rs 
of aarvica. This lagialatlon failad to aliainate tha "dead wood" 
problem of tha aarvlcaa and by 1899 the aarvica raqulramaDt bad bean 
raduoad to thirty years end provieiona had bean extended to include the 
anllatad parao.nBel of both branohaa. In 1916, tha havy^a Fleet Rasarva 
aystaa was aatabllshed whereby enlisted man could apply for transfer to 
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inaetlT* status aftsr slztosn ys&ra ssrrics* la 19^5 ths ssrsloo 
rsquirsasnt waa iacr«aao4 to twssty ysafs. Tirsnty ysar rstlroaant for 
SQllstsd parsonasl of ths Amy was authorizsd in 1945> Ir. ordsr to 
rsduos a asrioua huxp ia ths offlcsr racks of ths Aray, csussd by ths 
influx during ths first World War, ratlrsKSct of off tears *lth fiftsso 
yssra ssrrios at ths rats of 2^ par osnt of bass pay (2j^ par osnt tis«s 

ysars of osrrios tisss final pay) vaa autborissd in 1935* For a siiallar 

rssson, ootvithstandiag s prsTlously Inltiatod promotion systsa insolr- 
log forood rstirsaset, similar Isglslation was snaetsd for ths Kavy la 
193^* but with a twsoty ysar ssrTics rsqulrsxsct. Fublio law 305 • in 
1945* brought all ost^loss icto ucifornsity for both off tears and 
snlistsd psrsoncsl, aatborittng mqusstsd rstirsasnt aftsr twsety ysars 
ssrrtcs, at a rats of pay of 2^ par oset of bass pay par ysar of sarries, 

tf approved by ths 3sorstary of ths ssrvies oooesrned. .^squssts of 

snlistsd psrsonnsl for rstirsmset uodsr this law ars slaost invariably 
approved. In ths case of officsrSi however, approvals of requests ars 
few. 

Forced rstirsasat is sffsotsd as a coKssqusncs of failure 
of selection for ths next higher rack or because of having reaohed the 
statutory aga licit, and applias oaly to officer persennal. 3uper> 
asQuatioc retlraaa‘>t was Introduced in 1861 ae part of the saae lagia- 
latioQ sotad abora, with an age liait of sizty>two years. This wss 
Istsr extsadsd to slxty>*our years end then, recently, egaln reduced 
to sixty-two ysars. Proaotlon systeas, dsslgasd for ths purpose of 
aalataising vigorous physiesl and asntsl capacity throughout ths 
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eosai»siorHid ranges , ware Introduced reletively late In eerrice history. 

In 1699 » • "aalectlon'out** aysteit was esaoted in the Kary with the 
Introduction of "pluoklog" hoards which aelected for forced retirement 
certain proaerihed nuebera in the rarioua ranks in order to eaintain an 
adsi^uate flow of proaotion. This procedure wae chani^sd ie 1916 with the 
edopticc of a "selection up" eyctea for captaina, eoacendars end lieu- 
tenant coosuandere, under which those who failed of selection were forced 
to retire upon renehlns certain age liaite, at the 2g per cent retiro- 
aent pay rate. The Officer Peraocnel Act of 1947 extended the Kawy*s 
proaotion ayetea to the Aray and the Air Force. Proaotion through 
aelection wee applied to all except the lowest efficer rank, and forced 
retirement for those "paseed over* wae set up on e years service beele. 

Dieablllty retireaont was initiated in the early monthe 
of the nation’s history with the pasaegs of e law In 1776 proridlng for 
the retireaeot on half pey of personnel, officer and eolieted, disabled 
in line of duty. " Subsequent legislctloo Indicates that this set 
expired in tiae, for in the lew of 1861 provision was aado for the 
dleabillty rstireaent of officers on seventy-five per cent of active 
duty pay end in 136?, lefialatioa appllosble to navel enlisted personnel, 
provided fop half-pay disability retlreaant after twenty years service 
and for disability assistanes froa the Naval Pension Fund after ten years 
service. In 1941, disability rstireaent provisions were extended to 
enlisted personnel of the Aray, The "Career Coapenaetion Act of 1949" 
set up uniform disability legislatlcc for efflcere and enlisted per- 
eonnel.^*^ For those with a disability of thirty per coat or more, as 
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uad*r th« Veterans' Adslclairiitios standard rating, ratiro* 
•act say ba affaetad at aithar a r&ta aqual to the disability parcactaga 
or at tbo 2^ par cant tisae yacra of sarrioa rata, at the cboioa of tha 
individual. For those vitb a disability of laas than thirty par cant, 
aaTcranea pay (two aosths actlva pay por yt'^ir of aax^lca to a aaxlmia 
of two yaars pay) la proTldad, axcapt that tbosa with twacty or aore 
yaara aarriea aay ratlra at tha 2| par oont rata. 

Ao intaraatlng fora of raaucaratlon, not olassif labia 
undar any of the above types, was that provldad by an act of 1778 for a 
paaaion at one half pay for aovon yoars for all officers roauilnlns In 
sorvlco until the end of tbo ReTolutionary Var.^® This la a vivid 
axaapla of deferred ooapansation uaad for tho aole purpose of **holdlng 
the eaployea**. 
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CHAtTO II 



THS nrsTo:;* c? mi'd the FAYm,T ron stir«v 35T sYjrr-j 



Ft’2F0‘V: 

IMtirosont s7st«s« provide •draztas^s to thr«« broad groups la 
ths Aodsrn oosisunlty* Eacb of ths thrsa, «itb ths passago of tiaM» has 
avlncad an increaalRg Intaraat la this aubjsct* First, tho anployar 
(Banogacast, tha atocicholdars, tha govamnant) has found tbat haraln 
Hat an affectira aaana of Inoraaslng produstiva afficianey, so 
asaantlal to tha saourlty of any larga seals antarprlsa. Sacond, tha 
aaployaa (tha azacutiva, tha Reebinlat, tha soldiar) finds In ratlrastant 
aystORs ona aaana of Insuring hlssalf, and of coarsa hla dspandanta, 
against tha day whan through aooldact, dioaana, or natural datarloratlon 
of Bind and body, his sanrlcss to tha cosusunlty can no longer damand a 
living wage. Third, organized aoclaty by virtue of Its salf-latsrast In 
the wall-being of husanlty finds hora an orderly, reasonably reliable 
and salf-raspaotlng Banns for tha allavlation of human suffering. 

Tha aaployar . 

Until raeant years, syntoaa of ratlranant have usually 
origlnstad with tha amployar. fspaeially in Industry, this gratia 
distribution of oepltal has not been made through tba ’’goodnaas of 
heart" of tha eaployar, but rather through an appraclntlon of certain 
advantages to him. A few industrial plana recocniza this fact in 
lltaraturo issued to anploysas. A large publlo atility corporation 
QOtss that without a ratlramant plan, . , there would be a slowing 
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down of t«l«pbos« tMSB «e a whola and lapalrjsont of tha talapltona 

•arTico.”^ A larja autojsoblla aanufacturar, proaantins ratiraaant 

plan bo aaployaaa, vritta, **It is tharafors essaatial to any busicass 

that thosa of Ita paopla whoaa days of usafulnass ara deolininc ba 

2 

rapleoad by othars youagar and aora rigorous.” Tba raport of tha 
Koorar Cocaissloa rafara to tha design of ratiraaoat systaas for gorern- 
5 M>ot or^oizations in ordar to, ”• • • attract and hold quallflad aan 
and woaan ...” and furtbar rsmrJcs that, ”Attantion is foeusad on tha 
affioiaocy of tha organization, aa is notably the case not only in tha 
araod foroaa . . Following aro »hat ara oonaidarad to ba tha four 

principal purpose! of ratiraffisnt systaaa: 

Slisination of tha auperennuatad. 

Thosa who, baoausa of declining phyaiesl and mantel 
perforawnca, cannot perform at oormal affloiancy adrarsaly affaet tha 
orarall organisational affieiancy, Aaids froa aocidant hazards in 
cartain types of work, tba retention of auperennuatad aeployaaa say be 
cocaldarad to roprasent a loss aqual to tha difference between the 
salax7 paid tham and tha amount actually earned, aa rapraseatad by thalr 
contribution to production. Thla factor masumas aran greater importance 
in 80 organization* a top manageaont. Frequently, personnel whose 
actirltlas damsod more aztaosira and arduous physical affert ara par« 
eittad aarlior rwtiranant than others, in appraeietion of tha earlier 
age at which physical capocity coamaDcas ita decline. 

Kllmlnatlon of tha diaeblad. 

Tha benefits of alimlnatlog tha disabled arployea 
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trs tiisilar to tStoso dlscu«s»d abOTO. Unless the siniauA phjelcsl 
atand^rde for efficient perforaance are mat, the protiuetlva effloiency 
of the organlaatioa may be expected to suffer* In Industry, those who 
are only partially disabled oay often oontlcue in the ease positions; 
others, as necessary, nay be provided eaploysent with lessor physloel 
rejluirOBeote, The arsed forces dossand of all their peraoanal an ex- 
tranely hiigh phyaioal standard of perf oraenoa , rasardlesa of ijanediate 
dutlaa, baeauaa of the basic elaaioa of the oreenization* However, 
eareful clasaif lest ion of positions suiy reveal a nunbar which could be 
filled by persona with lass than coaplete physical fitaeaa* 

Attract and hold eaployees* 

As early as 191^ Lewis btarlan, writing on tha 
ratirsMnt of public arployeoa, said, ". « * aen who would not conpeta 
for the salary alone will coapets for the salary plus the prowised 
benefits* * * hen once in the service who w. uld resign if there were 
no benefits will be held beeeuse of theai*'*^ The late Secretary of 
Defacaa Jaoea Forreatal noted the Services* need for eoapensatlon, 
including retireaent benefits, that, ***** will enable thea to attract 
and rataic their fair share of the best kind of aen . . ***^ During the 
past war, when industrial concerns could not compete for eaployees on a 
basla of wagos, ratirenant banafits wore offarad as Inducaaents. Todsy, 
larga corporations attract and hold high achalon axaeutivaa by tha offer 
of very subatactiel pensioas, six figure salaries having lost wuch of 
their attraction beo«msa of incoae taxes. ^ *rltera in the past have 
pointed out that new young enployeas are much lass interested in futuro 
benefits than in IwMdiate wages and ealsries. However, it would appear 
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th«t with tb« Hide publicity f^iven to p«u«ion8 la the peat tvo yenre^ 
even the young ege group would boooise arart security consol ous. In say 
csse» in an orsanizstlon which operates on a planned ettrition basis, 
as do the arcsed forces, the attraction of liberal retireatent benefits 
prores to be an important factor. 

Xliminstion of the lass efficient. 

Slimination is evident cnly in the armed forces, 
whsrs it is applisd to the officer ranks through the ayetea of prc.tiOtion 
This system, in effect, provides that of every one hundred officers 
entering the aervice at junior rank only about two shall eontinus in 
aarviea to tbs superennuation aga and attain to highast rank. Aftar 
specifiad pariods of service In the verioua ranks (exospt tbs lowsst), 
seleetion boards choose certain peroenteges of officers for continued 
service. Thoae not so selected sre aepsrsted from the organization. 
Through tbla prooedura tbs govarnaent is assured that only the bast 
officsrs, not neoasaarlly all thosa who may be qualified, are edvsncad 
In rank, at the saaa time providing better opportunity for advancement 
to top rank to ell future octranta. 

yiacellanaoui. 

Other purposea which overlap with the above, have 
8 vary liaited effect, or sre totally without support, are deserving 
only of passing mention. These are; benevolence, inproveaent of *or»le, 
development of incentive, encouragement of thrift, rewarding of long and 
faithful sarvloe, promotion of community good will and battar rnsnagemont 
employee relations. orthy of pertloular note as e reason for, (rather 
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then cs a purposa of} ratirocant plans, is t&s fsot that ths iaduatrial 
saploysr has ths opportunity of gaining a portion of tbs abovs baaofits 
at AlaiKua cost to hlaaalf, In that sash ooctributlons as ho aakss to 
paoslOQ plans are deductible In the computation of federal taxes. 

During forld 9ar II profits and taxes rose to such heights ae to perait 
the employer to provide retirement plena for a cost of es little as 
fiftesn to twenty oents on the dollar. 

The employee . 

The intereat of the employee in retirement plena lies 
almost entirely in their provlelon for his future soourlty. However 
much beyond hie edBlnistratlTe control, private retirement plans provide 
him with a relatively simple and painless means of attaining tbot 
•acurlty. Particularly in the higher income brackets, where high tax 
ratea and low invaataant interoat rates have made it increasingly diffi- 
cult for the Individual to accumulate funds for future security, tbs 
prevision of retirsment plans by employers permits the accumulation of 
future inoeme with minimum tax on present pay. Insofar as pension plans 
represent e fora of profit sharing in industry, it is noted that in a 
Congraesional survey of employee opinion on preference for method of 
reosiving profit ahorse, fifty por cent expressed preference for their 
being placed in ratireaent funds, only thirty-five par cent preferred 
receiving them as part of regular pay.^ 

Society . 



iferiam recognizee the adoption of retirement systems as a 
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"turning point in toeiitl OTOlutlon" and affoctivsly ouaa up tfa» vlew- 

Q 

point of society la th« following words: ^ 

It is, thsreforo, s oonstruotlTO sooisl Mssure, bscsuss it 
tends toward grsster stability and Indopandonas and rsducss tbs 
cssd for public and prlvats charity; and it doas this by oom- 
pslllng tba oaployeos wbllo possessed of full earning capacity 
to Sara part of their eoispensatlon for serriees rendered in 
order that they say be protected when their eerning capacity 
falls. 

Oeldstein spsska of thres laysrs of socurlty; the flrat, provided 
through government activity (Jocial Security), supplying tbs bnre 
sassntlals of sxlstencs; the second, through private pension plana, 
providing snough to increase inooiee to a level thet peraiita a reaeonable 
atandsrd of living; end third, personal thrift providing the luxuries,^® 
Thosa who would lot the thriftless soffar for their fault should reelize 
that society bee a lively interest in the dependents of the breadwinner, 
sspeclslly where the latter amy be ehortalghted in planning for the 
future. Aside fro* security to the individual Rcxber of society, it la 
noted that stability of Inoose tends to reduce the swing of business 
cycles end in that sense contributes to the national econoalc health. 

TATU^yT 

Ibo pays for retirsment? Ahsn the retired eaployse, reflsetlng 
on his continuing inooae froa a private or Kovsrnaest retirement eystem, 
feels grateful for aecurity la hla cloeiiv; years at boas, in which 
direction should his aind turn in gratitude for this income? To the 
extent that he is recsivlnv a return on his own contributions into the 
retlreeeat fund, all will agree that this Is hla own aoaey returning to 
its rightful owner. But what of the cor.trlbutlone made by his former 
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e^jployer, whether is* b* la th* busia*s» of aanufeoturing autosobll** or 
tbat of ptxtsrldlnf public sarvlo*? S*ploy®r coatrlbutloas nor*«lly tot*l 
at l*a«t half of th* paymsnt into r*tlr*»«nt coat*. Th« *n*»*r hor* 1* 
olosoly rel*t*!l to th* lfl«u* of eoctributory plaao r*rsa* soo^eontrlbu- 
tory plan* and that of Yosting, dlacuaaod in auce**dlQg ebaptars. 

Th* aaployr pay*? 

Sicca th* ssployor*a contributions coa* fros funds ucd*r 
his control » aany think, and a«ny «mploy«rs ar* loath* to adslt others 
wiaa, that such contributions ara a tru* coat to ownerahlp. Tboa* who 
accapt this pr«3is* aust concluda that panslon* «r* almpla acta of 
bsnaTolanc*, ”ra«nrds for aarTica", But, at Indicatad in prsYloua 
aactloca of this chapter, th* •aploy«r la cot glTlng aoaatblng for 
nothing. R*tir«a*nt plans ara initiatad by managsaont for purposaa 
adYantageoua to Aanageaont. 

Th* ConsusT? 

It M*y bo said that tb* conauatar pays tha costa of retir*~ 
a«nt syat*fsa, just as h* absorbs th* charges for wages, statarlals and 
OYtrh*ad in production, km w# shall ae* later, aos* or *11 of th* 
•xp*nsa of r*tir*i!c«nt say in tiaa be oliainsted through increased pro> 
duotlYlty. Further, to the degree that the g*Torn»snt surrenders taxes 
on profits allowed as deduct Ibla, because of eaployer contributions to 
pension funds, it Right be ssid that tbs consuiasr, as a taxpayar, la 
bsarlag tbs costs. 



fistirs'ssnt costs absorbsd in productlvs efficiency? 
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H«tiros«nt aystoca aay pay for tbexselvaa, inaofar aa tha 
aaouat of working capital ia conoerno^. O'Kalll adraneoa thia Idaa in 
what ha rafars to as tha "aqualisation thaory"; giran costa «ay provlda 
cartaio benefits which will result in equal eeTings.^^ In a recant 
article oa pension plans, Fortune lilegazins reconnends that aumagasent 
defray tbs costs of retlrenent plans by increaeinr productive efficiency 
inatesd of by incroacing prices or accepting a deoraeae in profits. 

Tha TiirJcan itollsr Basring Company odvises its eaployeos that ’’Pensions 
Keed Froduetion”. It reasons that unless praductioa is iaprovad to tha 
point that it hears the costs of psnsions, such costs oust be reflected 
in hlghar prices, resulting in lower profits end reduced psyoents into 
pension funds. Another large corporetlon has geared retiroinent bene« 
fits directly to company profits as sn inceotlve to worker affleienoy.^^ 

The eeployes? 

There is extensive and increasing support for the viewpoint 
that exploysr contribiitioos are deferred wages, that tbs eaipleyee earns 
his rstlrexsnt incoas. ksrisa speaks of retirsmsat systems as being 
”. . . sstabllebsd by the governaent prinarily in its own interest, but 
operated at tha azpansa of the eAployees.*^^ Fritchett notes that em- 
ployer contributions are absorbed in the salary acsle end that in the 
long run employses provide their own retiremset pey.^^ The asteblish- 
mect of a retirement system marks a policy of peylng pertly in immediate 
wages, end partly through retlre-'ent benefits accumulated over a period 
of years in the form of compulsory ssviogs. The Secretary of Defense, In 
outlinlcg the mission of the Advisory Comotission on osrvice fay wrote, 
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"Kany tbiofs coRbiae to up tbo sonpar.satiou r«c9lT«2 by sq 

ludiflduftl for a girao Job . . « suob tblnga as iBaursnod, ratir«m«nt 
pay, acd surYiror banaflta.**^® Kaebara of Congraas, whau petitioned 
for pay inoraaaoa to public aarrants, rightly point to tha ralua of 
ratlraoiant banafita as a factor to be eonaldai^d in arrlrirg at a new 
aelary aoala for gorernisent aaployaaa* Bapaolelly aicea raleeae of the 
raeoasMndatiOQs of tha Freaidant's racont steal fact-finding board, 
labor organisations era seeking tba banafits of panalon and valfars 
plana as a caana to ineraaoed eoepanaation,^^ Cartainly in a coapeti- 
tlra labor sarket, in an orgBclzatioo vbara tbara ia no ratlrasient plan, 
asployaaa auiy axpact to obtain Iserassad isfeadiata vagaa in tha abaecca 
of dafarrad sooay banafita. Tha vaigbt of opinion dafinitaly aaaaa to 
favor tha proposition that ratlraasnt banafita darlvad frox anployar 
contributions raally ax^ dafarrad wagaa earnad by tha aaployoa. 
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ouAvnn III 

C0RT?.1BDT01?T VTS^US KOR-CCStfUaTOHY SYSf^J 

The controv*r«7 e$ to whsther • good retiromont syston should bo 
contributory (eaployoo and oaployer both contribute) or ooc-oontrlbutory 
(esployer pay ell) is one besel on best practice rather than on prlnci« 
pie. Aa pointed out in the preceding chapter, the cash beneflta that an 
eaployee reoelTee froc a retiresant ayatea repreaent "deferred erases’*, e 
return to his of bis own eoney* ere now concerned with whether It le 
best to eccuoulete such benefits solely froa employer payments or to 
hers part of the paynont routed through the ecployoe*e eelsry* Although 
■ans{eau>nt end labor have not usually opposed one another, on this 
issue, such e divialon hss taken pleoe rooantly in the noeeaent of large 
labor organizations for Increased ooapensatlon through pension and wel- 
fare benefit plens* ^is issue was the prlnolpnl stusibllns block la the 
recent United States Steel Corporation strike in 1949 * Ties ifagezlee 
eomaented on this controversy over contributions, "Actually the Murrey- 
Fairleee fight appeared to be less o natter of principle then one of 
various prides and prejudices'*.^ Tbs contributory issue is s current 

one in consideration of changes to the retlrefljeat systefte of the erred 

2 

forces, wblch are now non-contributory. The President, and e Joint 
arsod aervlees personnel board^ have ezpresaod themselves an fsvvrlng 
e change-over to the contributory type. On the other hand, the Kook 
Co.'ur.iseion, whloh conducted er. extensive study of eojapansstion In the 
arsed forces, rocotnaends retention af the present non-oontrlbutory 
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ajafn nhorabjr ths govdrojittnt paya *11*^ Th« a ataal fact- 

flDdlns board, in Its rsport subnittsd la :^rt«ab«r 1949* aotod a "igrsot 

« 

brand in rscant yaaro" to non-contributory plana* Eowsrar, to many, no 
such brand is clearly evident, and it any be that the board's findings 
in tbls anbter have created a trend rather then reflected one* la the 
following pages le presented an analysis of the coaparative aarlts of 
the two eyateas, a eonaidarabion of present praetlea, and obaenrablons 
directed toward the problea in the araed forces. 

Advantagoa of the contributory ayetea. 

To the eaployes. 

Surety of beoefita is greatar under the contributory 
cyetea. Here, the payacnta of tho er.ployoe are clear aviderce of hia 
atake in the benefits. There can be little excuse for the eaployer's not 
Raking good on bia plan if e portion of tha supporting funds ere directly 
provided by tha Rocbars. Further, eaployes oontrlbutiosa usually 
naoeaaitata the setting up ef a reaerva fund which acta ns an inauracce 
agalnat buainaaa failurea in industry and aconoay Bovaacnts in govern- 
Kont. Undar a contributory ayatec, thera should bo less danger of cur- 
tsllaent of proaised benefits such as hnvs been threatsned in the p&et.” 

Vlth a contributory aystea, tha eaployae can expect 
to receive a greater portion of his "dsferred wages" in event of early 
eeparstion froa his snploying organization, and in event of his death 
bia dependents should obtain greater benefits, "•hen an eaployes has 
bean s neeber of a retiraaent eyetes beyond a Halted period, the ea- 
plcyer cannot justly deny to bia the return of his contributions unless 
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ft prerlous understanding to tbls effeot la recognized. Tbara la strong 
argusant as wall for return of the eaployer^a contributions to aaployaa 
or dapandant. 

Opportunity for voluntary contributions on ths part 
of SDtployaaa aey ba axpaoted In contributory plena, with raaultlng In- 
arasaa In aaeurlty baceflta. Tbls prectica la avldant in ouiny Industrie! 
plans as wall as in the Taderal civil service end foreign service plana. 

Greeter eeployaa control in edxilcistretlon of the 
retirement ayateai nay be obtained when It la of the contributory type. 

The AMericen Federetioo of Labor advises its unions, *• . • it stay be 
necessary or advisable at tlaea to sec apt a contributory arraageaant, 
la order to gat a atronger voice in edeinletratlon of the fund . . 

Ability to vary equitlee through choice of optional 
Mthoda of peyaeot of benefits are wore frequently found In contributory 
aystsata. For inatanoe, a reduced ratlreaent Inoose sight be selected by 
the employee in order to seeure Increased survivorship benefits for a 
dependent wife. 

To the employer. 

The fact that an SAployee contributes toward bis 
future bansflta acta as a brake on excessive dofanda for Increase in 
bonaflts. 81 th a contributory aystSK, an increase in allowed benefits 
is noraally aocoapanled by an icereaac in exployea (as well as esployor} 
contributions, caualcfr the esployee to give careful cocaidoratlon to the 
daalrtablllty of such Incraaas In expsoaoa. 

An employes, through bla oontrl but Iona, becomes an 
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8CtiT« p«rtlolp«at 1 b * ratlrotmnt systaa ecd h» uQ^oubfeadly thereby 
battar appraelataa the ayatas. Davis observaa that an acployaa besaflt 
prograa which the omployaa doss not support, ona In which bo doss not 
participate, oca ia which no aacrlfica is involvod, la of quaatiooabla 
value in effecting the desired iaproveaent in aanageaent -labor rele- 
tioos*^ 

To aociety, 

ooeiety baa an interest in the stability of eccnossic 
cocditiona as well as in the security of the individual. A contributory 
systea is store likely to be b&sed on aotusrial coaputatioca by which the 
present gonoration (to whoa eeployae services are rendered) properly pays 
for its own future benefita. Society ia assured that proaiaaa will be 
Mt and that benefit costa will be paid when they ere incurred end will 
cot be paaeed on to future generetions. 

Incroaeed cecurlty aay be expected froa a syetea 
which aakes provlalon for voluntary oontributlons beyond those required 
by the retirenont plan. 

Diasdvnntngea of the contributory aystaa . 

To the eMployee. 

Under present tax laws, the eeployae say suffer a 
a»ney loss through higher personal incose tszaa. ^heraoa the contribu- 
tions of the enployer ere deductible, those of the employee ere not 
deductible and that portion of hia Incoaie which he turns over to the 
retirement aysten ia aubjaot to tax. It would aeon that the federal 
governeent, having through its exessptiona to eoployera given lepetua to 
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th« « 0 T 9 s«nt tondTi e«curitf throdLH r^tironont plftris, oould do eora in 
tin* oea« dlroction bj •xtondlag •xecptlona to o^ployeo contributions. 

?o tho o<tpl 07 *r« 

Adalolstratirs costs srs hl^^har in s contributory 
systsfi bscsuss of tbs additional axpanss of hondlins payroll doduotions 
and accounting for oaployoe contributions. 

It is probabls that tbs esploysr is less ablo to 
exercise control over the ooployee becsuse of his having to share con- 
trol of the retlreaent fund with the eaployee and because of the 
eaployoe’s having e jsore obvious right to rstlroaent funds. 

The eoploycr is likely to receive leas credit for 
the benefits that tho employee derives from the retlressnt pro^ras, 
sloes in a contributory system It staods out more clearly that the em- 
ployee* s money is behind the program. 

To society. 

In a contributory system which does net require the 
mssbership of all employees, those employees who choose not to Join ere 
likely to deprive themselves and their dependente of security, with 
unfevorable social consequences. 

Preetics . 

Although the proetios followed in any given field is not 
necessarily the best practics, it often serves ss an effective means of 
dsvslopiag publie opinion in fsvor of that practice. It haa previously 
besn noted that the Tresldent's steel fact-finding board, in its findings 
la 1949, discorned e "trend" sway free contributory eystsms toward the 
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noa-eoatrlbutory typ«. It Is e«cg«st®d thst this finding is in srror, 
althouRh it my bsT® rsflsctsd the bargaining preotlce of labor orgaalxa- 
tiona in months prscedlRg the board’s nesting. It asy of Itself hove 
created a trend which did not prerleualy exist. In 1948, ’■alter Routhor 
said that no pension plan was edequete unless the omploysr contributed 
et least seventy per cent of the ooat,^ la 1950, it appears that he, 
end other powerful labor lendere, consider no plen adequate unless the 
employer contributes s full one hundred per cent of the coat. 

Table I coDtsiss a euoeary of pension survey data covering 
plans adopted froa before 1903 up through early 1948* It will be noted 
that in early yeers, pless were prsdoalr.ately non-oontrlbutory (Lines 1, 
2, end 3), During the 1930* e, and op to th® period of our entry into 
4orld War II, contributory eyateae predominated the new plena 

adopted (Lines 4 end 5)* During the war yoara there wee e atrong awing 
back to the non-oontributory type (Lir.es 6, 7« and 6), boenuse employers, 
with excess profits, took edventege of the t»x exeaptioa privilege as 
applied to retirenent piece. With the end of the war, end a reduction 
in incooe taxes, e treed back to contributory systsas set in and appears 
to have oontinued at leeet through 1947* One aoui*ce reports that this 
trend eoctinued into 1949, although no substantiating data is offered. 

Of the 6,862 plans spprovsd by the IncoKS Tax Unit of tbe Bureau of 
Internal Revenue up to August 1946 (Lice 16), epproxl»«tely thirty-seven 
per cent were contributory. However, based on total nuabers of oaployeas 
covered by each of the two types of aysteicn, about forty-aeven per cent 
(over one and one half ailllon anployees) were covered by contributory 
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plmaa* Th* Banker* Trust ea<5 Joolel Sacurity AJ,*lBl«traticn surreys both 
show high botbl psrcontsgss of contrlbutox^ plans sdopts:^ sines 1942, al- 
though ssueplss in both casss ere Halted in nusber (Lines 17 and 13). 

Zaployasobeceflt plans corsrlog special disability, death, 
sloknsss, hospitalisation, etc., ore very largely contributory. Of fifty 
plan* in the steel industry surveyed in 1943, only two were non-contrlbu- 
tory.^^ 

Aaong the retireaent place cdninlstered by the federal 

govarnaent, oorsring ralatlrely large groups of eaployoes, only those of 

the uniforaod services (araed forces, Coast Ouerd and Public Hsalth 

12 

fierrlce) or* non-contributory. 

Mount of eaployee contributions . 

Vest coAfon prsotics is for ssploye* contributions to be 
e peroentuge of salary, with the rate on the first $3,000 (the Halt 
for Soeial Seourity payroll deductions) being less than that on the 
portion over $3,000. Kest cosaon percentages appear to be in the 
neighborhood of two per cent of the first $3,000 snd four per cent of 
that portion over $3,000. Table II shows the contribution rates in 217 
group annuity plans. Airang faderal retiren^t systems tha rates are: 
six per cent for civil service; five per cent for foreign cervice; froa 
4.28 per cent (ego 17) to 7.89 per cent (age 59) In the Tonne see Volley 
Authority, depending on ago at tine of entry; Ig per cent for Social 
Security (but only on first $3,000 ef annual coapansatlon) ; six per cent 
for Railroad Mtlreaent (but only on first $300 of Monthly oottpensatlon).^^ 

It la iMportact to note that the rate of contributions by 
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ths *sploy9« is liicflly to bo roflootod in tb» oAout^it of bocofits. Of 8? 
coatributory plan* ia th* Bankors Trust ourray that prorlde for aisployeo 
oontributioas both balow aad abova 13.000, the rata la ralatad diractly 
to tha rata of ascrulag bacafits (parcoataga par ya«r of sarvica uaad in 
cosputlog rati rad pay). In moat of thaaa piano, the aaiployaa contribu- 
tion rata la two timas, 2^ ticea and thrae tinaa tha rata at ahioh 
banaflta aocrua (whare tha baaafit ia two par eont for aeoh yaar of 
aarrioa, tha contribution rate vould ba four por cant, five par cent and 
alx por cant, raspactlraly). Of tha 87 plans, only four use a aultlpia 
laaa thaa two par cent end only thirtaan use a aultipla higher than 
thrae par oant,^ 

West aaployors ooatrlbuta 1^ to 2 tinoa ns much as tha 
aeployaa. It is astlaatad that in the past tan yaara amployea oontribu- 
tiona hoTs droppad fro* around forty-flva par cant to about thirty par 
cant of total contribution.^^ 

Adoption of a contributory ayota* in tha araed foroea . 

Fro* the viawpoint ef tha parsonnel, it apposrs that tha 
adoption of a contributory aystac baa adTuntagas. Uewcrar, two factors 
auat ba racognizad in cMking euch a ehanga. First, with the adoption of 
a contributory ayata* and until such tl»e as Cosgrasa allows a oompanaa- 
tory pay incraesa (for aeployaa contribution), paraocnal would suffer a 
reduction la taka-hoaa pay In tha o*cunt of tha contribution. Ijacond, 
a ocapanaatory pay Incronsa having been affectad, an Incroaaa in sKOunt 
of Incoaa tax *sy ba axpact d by Tlrtue of tha incraaae ia gross pay. 

Fro* tha gov®rn*«nt’a viewpoint, it *ay ba axpaotad that 
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ac Ir.crsasa la a-«inl8trati\r« costa would aeco*p«iay adoption of a con- 
tributory aystac* Howovcr, it would b« rwaaoaabla to axpact th« aaployao 
portion of tb« ratir«a:>at fund to share io defrsylns this additional 
expense. !?eoause of increased rights of personnel to return of funds In 
event of early aeparetlon, it «lght be expected that Incrossed turnover 
of personnel would result with consequent adverse effect on military 
effectiveness. 'Rils potentlel difficulty could probably be avoided by 
restriction of sarly separation benefits to a fors of deferred peyment 
in which benefits would not be actually paid to personnel until reaching 
e pre-deslgnated age. (This subject is further covered in the chapter on 
vesting). To the govemaent's advantage la tha feet that contributiona 
by personnel will have the effect of restrlctl&g benefit desenda to 
reasonable limlta. (See Chapter T on funding for additional treatsiest of 
this subject). 
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TAEIl! I 

/4JALr.‘3I or U?52 0 ? CWTrJlBlTOTT 

AStr. »OK-Oa8T''lBUTOHT RSTIR^v-rMT PLAK3 



Llaa 


Kota 


Tear of 
Adoption 
of plana 


Contributory 
For (So. of 
eont plans) 


Son-contributory 
For (Ko. of 
oant plans) 


Total Ko. 
of plana 


1 


a 


prior 1925 


12)f 


( 28) 


88% 


( 2U) 


239 


2 


b 


prior 1929 


23 


( 90) 


77 


( 307) 


397 


3 


e 


prior 1930 


35 


{ 37) 


65 


( 68) 


105 


4 


a 


1930-1939 


82 


{ 425) 


18 


( 92) 


517 


5 


a 


Jan. *40 
















to Au«. *42 


62 


( 526) 


38 


( 317) 


843 


6 


a 


Bapt. *42 
















to Dec. *44 


26 


(1101) 


74 


(3109) 


4210 


7 


d 


in 1943 


15 


( 4) 


85 


( 22) 


26 


8 


d 


in 19U 


43 


( 29) 


57 


( 38) 


67 


9 


d 


in 1945 


60 


( 31) 


50 


( 21) 


52 


10 


e 


1945 to 
















Aug. *46 


37 


( 439) 


63 


( 750) 


1189 


11 


d 


in 1946 


51 


( 28) 


49 


( 27) 


55 


12 


d 


in 1947 


70 


{ 23) 


30 


{ 10) 


33 


13 


a 


prior 1925 


12 


( 28) 


88 


{ 211) 


239 


U 


b 


prior 1929 


23 


( 90) 


77 


( 307) 


397 


15 


a 


prior 
















aid 1945 


63 


( 385) 


37 


( 227) 


612 


16 


a 


prior 
















aid 1946 


37 


(2528)* 


63 


(4334)* 


6862 


17 


d 


1942-1948 


49 


( 115) 


51 


( 118) 


233 


18 


f 


1942-1948 


5« 


( 217) 


42 


( 159) 


376 



Kot«: *. laduBtrlwl Fgr)»ioaa In tha Unittd (?*<w York; Natioawl 

Industrial r^naios Board, 1925 K P* 



15. 



b. 



c. 



d. 



Murray *. LstiKsr, Industrial ?aneion •^ys'sas In tfe« Uni tad 
.tatas sod Canada . 7al* I, (n aw York t IndustriNl aalatloas 
Oounsslors, Inc,, 193-2)i P* 50. 

Darlrad froa data la rarislon Trust -Itatlstiaal Tablas. {«eah- 
Ington, D.O.; Incoaa Tax IJnit, Buraau of Intarnal HSTanua, 
cndatad. 

289 Hatlrsaaont ifl«iOs . 194S edition, (Ke» York: B^'skers Tr«*at 
Company, 1940), p« 
a. Ku^ 0*Seill, Yod^^m renaion riaoa , (Saw York: ?rentloa-!Iall, 
iRc., 1947)* p. ii91. 

f. Analysis of Haecat Group Annultias Jupplaasonting 'letir*a*Bfc 
Ba -aflta under Old nd 3oalttl Security, ( /e^lngtoo, D.C.t 

ioeial Security Administration, 1947), p. 5* 

Based ec total numbers of asployaes eoeerad by d«ch typo, approximate 
pereentagas are: contributory 47 per cent, non-contributory 53 P«r oeat. 
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TABI S II 

SETLOYSS OCAYSiaUTICH 5^T23 
IN 

OSCUT' AriiaJITT ? L’K3 
A»a„TSiD ny 

r!OOI*.I AC«IKI T2A7ICS* 



Oa firat 


Co anoual eoapanaation 






♦3,000 


in axca*8 of #3.000 


Kuabar 


Far ©act 


of *00081 








of 


of 


co3tp*csatioo 


Tarias fro« 


Ifoat praralact 


plana 


217 plana 


Koo* . * • . • 


1* to 5; 


It 


5Jt (13 plana) 


26 


12.0^ 


1 


0 to 3i 


F 


1 { 4 plana) 


8 


3.7 


li 


li to 4: 


F 


3 ( 5 plana) 


8 


3.7 


2 


0 to 5 




4 (47 plana) 


69 


31.0 


H 


0 to U 


44 ( 5 plana) 


9 


4.1 


4 


2i to 5 




5 (l6 plana) 


19 


8.8 


3 


3 to 6 




5 ( 7 plana) 


26 


12.0 


4 


4 




4 ( 5 plana) 


5 


2.3 


AbOT* 4 • • • 


0 to 6 




5 ( 3 plana) 


7 


3.2 


Oth«r . • . . 










18.4 








TOTAL 


217 


lOO.O 


Not*: •» Goore*: 


Ar.Alysla 


Of 


3aoont Group Annultiaa Suppl 0 '*!*Qtia 2 



Boa»fltf undar Old Ag» »nd v’>orylTor« ln»ur«nc< , ( i'Rshl&gton, 
D.C,: 3ocl*i fiRcurity A;i«lnliitr«tiQa)* 
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IV 

V13TI?.a 



D»flaed . 

V«fltln^ is ths transfer to the saployee, prior to tiorwsl 
retlreesftt, of title to the asouot of coney paid into the retire«ect 
fuad OQ hio secount by the e»ployer « It is tae interest that the 
eaployss acquires in the o^pl oyer's contributions when his eaployaent is 
temlnated prior to noraal retiresant. It should be noted that Testing 
has no referenoe to eaployee contributions in a contributory plan. In 
sMist Modem retirecsct place the eontributlooc of the esployee are re» 
turnable to hisi, with or without interest, upon termination of serTice 
prior to normal retiresent* 

Iimrediate yestiat; refere to the transfer to the eaployee 
of right or title to employer contributions (not neeessitrily all) 
iaaedietely upon entrance into the retirexent systea. Deferred yentlng 
refers to the delayed transfer of this right until oerteio ainiaun 
quelificstlona (as attainment of eertala ege or length of service) have 
been aat« > 

ull veatlcg refers to employes' a goinlng title to all of 
the eaployor's contributions at one time. Ornded or part lei vesting 
refers to hie title gradually to eaploysr contributions. 

For exuapls; 



In a system where an eaployee cceueulstes no title 
to employer contributions prior to corasl retlrsaent, there rould be no 



n 
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▼9»ting. 



In o «yat9- where h« gains title to fifty per cent 
of the contributions after ten years eorrlee, and an aidltlonal fire per 
cent for each year of serrice (ixsaicing twenty yetro to ^aln full title), 
there would be deferred graded vesting. 

In the eisaple above, If the eaployae coswonoed 
gaining title to conflbutloas as soon aa he entered the ’"etlresiest 
systeai, there would be in-Tiedlate graded vesting. 

If the SAplcyea gained titla to the full ae^unt 
aftar tan years of service, but no titla prior to that tla», there would 
be deferred full vesting. 

If he gained title to the full w&ount immediately 
upon entering the system, there would be iAsediets full vesting* 

Vesting should be distinguished fro« "early retlre.WiJnt" 
which Involves tbs rstiroasnt of an sfiploysa at a tin# (usually apacl- 
fiad in tbs plan) prior to reaching the corcal ratirement point, and 
inoidsot to which the amployaa Imaadlataly commencas rocelvinr achsduled 
baneflta but at a raduced rata. 



Coasldsrationa in vesting . 

The question of vesting la closely related to the theory 
of deferred wages (retirement benefits are part of eaployee ooaoeaaatlon, 
paysent of which la cs> orred) discuasod in tha previous chapter. Cn a 
baals of deferred wages, rej^ardlesa of the reason for or the tt*a of 
(beyond a Ainlauai) terrinatlcn of eaploy^ent, the employer contributions 
represent the omployee's money and he has every right to title to tha 
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asouat ccouaulatsd in his bshalf. This is ths rsasonln^ of labor snd 
saay neutral sriters* On the other hand, tho eaploysr who will cot 
seospt the theory of dsferx^d wa$es la loath to acospt the resting 
principle. 

Testing «ay be recognized In one of two ways: by cssb 
return to the enployee upon separation, or by leaving the aaount oon> 
cerned in the retirasent fund with tbs granting of benefits being 
dslayed until ths eaployes rsaehes norstal roll resent age, or until soae 
time close to that age. rihere vesting occurs, the employer norsally 
prefera to eaploy the latter method io order to dlscourafre employees 
from leaving the coapany in order to gain inusedlnte cash benefita. 

It will be recalled that one of the employer* e principal 
purposee in having a rstirssant systes ia to gain persanenoy of person- 
nel, reduce turnover, "hold the employee". In order to eccoKpllsh this, 
it is in his Interest to ainislze vesting. On the other hand, employeea 
of course prefer sMixlmum vesting. Vesting as practiced, is thoi n "com- 
promise between the employee* s wishes snd the employer* e purposes and 
budget."^ 

Vesting is important to ths solution of the question of 
transferability (mobility of labor), whether the employoo tranefers his 
placs of employment voluntarily or beceuss of diaoharge. 

Vesting is important to the aocurity of the employee and 
bla dependants, for whatever reason early tsrminstlon of employment sny 
take place. It follows that vesting ia Important to interests of scciety 



as e whols 



35 

Tfc® adoptioQ of vesting, op an iacrsaso In th« llborallty 
of Testing proTlslona, will locreese tbe eoata of « retireieent eyatan. 
Veating «uet be paid for oat of Inereesed oontributlone, or by • 
decrease In benefits to those who are asperated under norssl retlreaent 
conditions. 

testing in a contributory rstireaeet system is normally 
contlngsnt on ths oaployse IssTlng hia contribations in the rstlrssact 
systss St ties of separstion. 

Yeatlag la Buslasas eed Industiy . 

Ysry few of ths ssrly retirss-nt systsaa in bnalnses end 

industry mds proTision for Tsstlng* Howersri in modern plana resting 

is the rule rather than the exception. It is surprising to note that, 

although labor organisations hare amphasizad the importance of gainiag 

2 

resting prirlleges in negotiating pensions, many recently negotiated 
pension plena do not make prorisioa for resting. Under the Ford plan, 
unless an employee la in the serrios of the company until age sixty-'fira 
(or age sixty with thirty years eerrioe for early retirement; age fifty- 
fire with thirty years serrice for total disability), he loses ell title 
to retirement benefits. Except for Inland 3te«l Cospcny's optional re- 
tirement plan, recant plana in the steal Industry prorida no benaflta 
to tha amployaa for oth r than normal end disability ratiramest.^ 
Rowarar, although thesa plans ooror large groups of eaployaas, it cannot 
be seid that they are repreeentatira of practice in business and 
industry. 

Table ni shows the distribution of 6,862 plans in broad 
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cat«sori*e of Tasting proTlslons* Xaueadiate full Tsstiog is proTldsd 
for in only a sxall p'jroantaga of plans (fiftsao per cent) coTsriog a 
sasller parcante^e (thrsa per cant) of employaas. Soeta Tasting is pro* 
Tided for in aeTaoty-one par cant of tha plans, but coTaring only forty- 
one par cant of tha ereplcyeas. Tharo is no Tostlog w&atsoeTsr for 
fifty-six par cant of tha asployaas* 

Table lY sboea the full Tasting raQuirsmants in tha 
Sankora Txnist analysis of plans adoptod or ssesdad in tha period 1943~ 
1947* As la typical of resting provlsloas, tbara are rarioos raqulra- 
sMots which eay ba usad to Halt aeployaa qualification for Tasting, tha 
principal onas baing age, serTloe, participation in the retiraaent 
aysten, and coiKbloationa of these. About one-fourth of the plona 
proride for no Testing at all prior to norsal rotiraaiicot; twenty per 
cent relate resting to serrles} 13| per cent relate It to age, and 
thirty-five per cant to a coxbination of aga and serrlca* ^era rastlng 
is ralatad to aorrlca, tha ssjority of plans raquira fifteen years or 
lass sarrlca for full raatlng. Vhara it is ralatod to aga, tha wadian 
is at about age fifty-fire; where it is ralated to aga and sarvica, tha 
typloal aga is fifty-fira with tan to twenty years serrice required. 

In general, employees do not baooma participants in a 
retiraaent system irjsediately upon entering the employ of a company, a 
factor that ia important in daterminicg the time at which he begins 
accruing benefits. This lialtatlon on eligibility is usually set in 
order to reduce admlnlatratlTe costs in handling tbs accounts of the 
young-new employee group, which has a high rata of turnorer. Table V 
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•hows th« •llglbility rsQuirseant In ths Saokers Trust turvsjr plans. 
Alaost onsobslf of ths plans bars no ai;e rsqulrsosnt. Tbs ssrrlos 
rs(iuirsssat sTsregs Is 2.7 ysars. 

Tsbls T1 Btaova tbs sllgibllltT rsquirs^sats for 3(>8 group 
•acuity plans (sight plans with alsosllansous rsqulrsaants not ineludsd) 
in ths Social Sscurity Adsinistrsilon surrsy* Ths sarYlcs rsqulrsssnt 
•Ysragss out at 2*7 ysars, tbs saas as In tbs Bsaksrs Trust survey data. 

Table YIl contains an analysis of data dsrivsd froa the 
Social Security Adninlstratlon survey of group snaulty plans. Ears 
provisions ars ooapilad saparstsly for dsfsrrsd full vesting (vestiag is 
coaplete at a spaclfisd tloe. no vastiog prior to that time} in Table 
Vl-A, and for deferred graded vesting (vesting bsglns st • osrtaln tins 
after eaployaeot end the psreentege vested inoreaeee tboreafter until 
oosplete vesting is rsschsd) in Table VZ-B. It will be noted that in 
thia data diatinctlon is leade between service requlrestent and partici- 
pation in the retlreaent ayste«* The tabulated data does not indicsts 
age requireaents but where they apply it Is so Indicatsd at column 
headiaga. Whsrs both service and jairtieiiietlon are factors, service, 

■e 

being ths greater, ia entarad in the table. Of a total of 376 plena, 

349 (93 per cent) provide for vestiag and 2? (7 per cent) do cot pro- 
vide for vesting. Asong the 349 ^99 adapt theiasolves to enslysla 

which produces the following susaaary data: 222 (77 per cant) have 

defarred full vesting it an average total length of service of twelve 
years (whero applicable, participation has been corrected by addition 
of 2.7 years average service required prior to participation); 67 plans 
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(23 p3r c«at) bar# gr*d«d ▼•stiog beginning at nn ararag* of approxl- 
oataly 83 yoars end eoaplatlng at an areraga of about 14 s yoora» 

Yaatlofr In tbo ar.'aad foroas « 

Prior to fJtonty yeara e«r»lca, there is no vesting as 
suoh In the ar-isod foreas. Aa a setter of fact, except for disability 
and foread ratlrasant, it cannot ba said that persoiuiel have ecy rigjtt 
to beoaflta. Snllsted personnel ffbo do not eoaplete twenty years 
serviea or are discharged aa a result of oourt-aertiel lose all equity 
In tha retlrsaent syatea* The sane is true of officers who resign or 
are disaissed ea a result ef oourt-nertial, Psrsonnel in thess groups 
suffsr s ecaplste less of deferred coapensetion. Officers who are 
forced out because of failure of selection prior to twenty years of 
service ere allowed sevorance pay on a bssls of two oonths base pay for 
each yaar Of service, to a maxlKus of two years baas pay (sea Chapter 
711 ) • This severance pay say be considered, to s degree, a return of 
deferred wages. However, it is at least in part a psyaent of the cost 
of transition froa allitary to civilian life. It should be notod that 
personnel of the arwed forces are not eligible for participation in 
benefits under the Joelal lecurity Act. 

In the interests of the personnel, of their ds pendents, 
and of society, there is strong Justification for adoption of reasonable 
vsstlBg provisions for: anllstsd personnel not coeplsting twenty years 
servioe, ell personnel who are dlssslseed, officer personnel who resign 
et say ties, and officer peraor.nsl forced to l»>jve the service because 
of non-’proaotion in the first twenty yeara of service. In severance 
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pay, a distinotion aho&ld fea aoda batHaao aaounta iatasdad to floanea 
tha ohaaisaoTar to a naw way of life, and nsounts lateaded as return of 
dafarrad waj^aa. In appreoletlon of tha rital iaportanoa of stability in 
tha arAad forces, bacea tha iaportance of discouraging separations in- 
fluancad by a desire to obtain lm;edlata cash benefits, when applicable 
payaest of aooruad benefits in tha retiraaont systea should be dofarrad. 
Partiaulsrly In the eaae of enlisted personnel, it my be found that 
xMiny, who will not sorre a full twenty years, will resaio in the serrice 
for «ore than a eingle enlistaest if soma form of vaatlng Is adoptad. 

Zn a study conducted In 1947, it was found that only tvalrs per cent of 
Araty and asrsn psr cant of Kary, anlistad ma remain in the aarriea long 
enough to obtain retirement benefits.^ Consldarstion ahould be giraa to 
inclusion of paraonnsl under tha prowlslona of tha rJoeial Security Act* 
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TABL*? m 



AS :L73JS OF VM7IS0 FSOTISIORS 
IS rss^ioa rL«'s rP!0C7^''3D m 
BOR'UV or IK77.aKAL MYSS^'M TO AUC3U3T X946* 





rarcaakaga 


Paroantaca (Ha* of 




of 


(No. of 


of 


acployaas) 




pleoa 


ploag) 


eaiployaaa 




lauaadiat# full vaatine 




( 1016 ) 


3(5 


( 104,339) 


Sosa Taatias^but oot 










inaadiata fall 


71 


(4«98) 


U 


(1.347.484) 


No raatioe 


14 


( 94«)_ _ 


56 


(1..838.78JJ__ 


TOTAL 


100!t 


(6862) 


lOOjC 


(3,290.606) 



Sot»: «. Dtrlred froa d-^ta oontalnad in Tabla 4 9f '’raosion Truat 

'tatlatical Tablas,** Zncosa Tax Unit, Buraau of Intaraal 
navanua, und^tad* 
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plotioa of • period 
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( 58) 






15 Foors or lost 
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(41) 


20 Foors or aoro 
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(17) 


Fall Tost lag on otiain- 










Mint of ago 


13i 


( 39) 


h 




Age 50 






( 1) 


Age 55 
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(17) 


Age 60 
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( 21 ) 
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platlon of sorTieo 
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( 21 ) 


Age 50 
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TABLI T 

r.ioi^iLi-n* RijviR.n'.T; ’ct 

IR 289 BTTIRf OT 'I , 
lAjJxmj tRiTT fOR’/rr* 
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Age 25 
a ui£ar 


Age 30 


Aga 35^ 


Total 
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37 


2 


4 


1 
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1 yaar 


34 


9 


18 


8 


69 (24*) 
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10 
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1 
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37 
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28 


81 


42 


289 
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10* 


28* 
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Boi«t ■• SoMJTO*: 289 R»tly«9at Tlarn . (K«w Yor!t: Baoktrs Tru«t 
CoEpaoy , 1948), pV 7. 

¥• 0r.« plaa bas 40 yaar aga roq;ulra«aat. 
e. Avaraga aaralea ra^uiraaact is 2.7 yaara. 
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18 


. .116 ( 32#) 
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71 


29 


368 
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CSAPT18 V 



FJNDIKG 



D«fln«<!l . 

Tundlfif. r«f«rs to the jtannor of accur.ul»tlng aonoy for 
tb« futur* payaont of rotlroseot bonaflta. 

A salf-lnsurad (calf-adainlstarad or trustaad) plan is 
oae lo whieh a ratlrsMiat trust fund ia sst up. Tba aarrleas of an 
actuary ara aaployad for eoaputatioo of AAounla of aonay that jcuat ba 
accuaulatad in tha fund in order to aacura tba praaeot costa of banefita 
which ara to ba turned ovar to prasant aaployaaa at soaa future data, 
locludad in this eoaputatioo are such faetors aa sortality and dia« 
ability in aarrlca, life a^cpsetanoy after ratlraaast, interest rates 
obtaiaable on Inrastad funds » cuabor of efiployeas, audibility prori- 
alone, salary soalaa, Tostln^ provialona, xatlraassnt banoflt rates, and 
adainletratlva axpansas. Baaad on these conputetions, funds ara oon> 
tinuoualy accunulntad in sufficient aisoanta to equal tha prasant value 
of all future benefit psyaanta. Actuarial eossputations cust be nade 
frequantly, for a change in any of the factors notad above will ahange 
the funding requireaaots. A rotireaant aysten, whieh is so funded, is 
usually adalolstered by e epeolal board which my invest funds directly 
or through a banhlng Inatltution. 

An insured plan is one lo which a contract ia aada with a 
private insurance cenpany whereby contributions are pcld to thet cowpany 
in return for which the ooapany guarantees payoent of bonafits under tha 
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proTlslons of the r«tlru8i«nt px*osrse. All actuarial conputatlons, 
clarleal and edKloiatratlro work, and dlract payment of banaflta ara 
hacdlad by tba Inauranca eoapany. Tt 4 a two eoat popular typaa of Insured 
plans are tba group annuity plan and the individual annuity plan. Tba 
group annuity contract covers a large group of oteployaas, and units of 
dafarrad annuity for tha group ara (lurebaaad annually. Individual annuity 
plana provida for tba purchase of policias on an Individual basis and ara 
usually used in ooapanias a.«ploylni; snail nucbars of parsons. 

An unfunded plan is one in which there is no advonce aooun- 
ulation of aonay to ceet the paynent of future benefits. Hatbor, funds 
are disbursed annually to aeet peynents to persona already receiving 
benefits or expected to soaeenoe receiving banaflta in tha given year. 

Tbla is also rafarrad to as tha cash-diaburaoeant or pay-as-you-go aathod. 

A partially funded plan is one in which aosM raaarvas ara 
socuauleted in advance, but not in au'fioiant anounta to anticlpnta tho 
full cost of future beneflta. 

Gonaidarations . 

Perbapa tho nost icportant reason for the use of funding is 
ths protection of the future benefits of the aaployee, an insurance 
agalnet deferred coapenaation becoalng cancelled coaponaatlon. Unless 
ths bsreflts proalsed the employee ere protected by eeah rsssrves, there 
is danger that a changa in buaineaa ecndltione, general or local, will 
wipe out tha sacurity on wbleh tha employee and hie dependents have boen 
counting. Among government plena, unless funding is employed, there is 
danger that tha axe of economy will fall on appropriations for the pay- 
ment of ratlrensnt beneflta, particularly in dapresalon times. 
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In lt» r«p0?t, th« Fr«sid9st*« at*®l fRCt-findiaf; board 

laeludad th* fdllowicg atatameat:^ 

3oci«I Insuninco sod paosloos ahculd ba oonaidarad a part 
of oor^l buaioasa costa to taka o»ra of tasporary «od parsa- 
oent dapraclatioo io tha huftoo "ia.iLCih.ine” in euch tha sasa way 
as provision is Kada for dopracistioo and insuranca of plant 
and MCbinary, This obligation should be among tha first 
charges on reranuas. 

Tha above treats ratirasient becaflts as present costs, much as payaant 
for wear and tear on plant equipisant is considered a factor in present 
costa. A retireaact fund, in this sense, is a depreciation reserve. In 
s funded retirsnant systaw, tba costs are charged against the present 
generation, consumers or taxpayers, who reoaiva tha services; they are 
not charged agsinst future generations who receive no aei*vloes from 
retired personnel. 

Another adveotigs in funding is the psychological and 
phyaicel Unit it places on the present generation's promising extrava- 
gant banefita to proaant asployeea to ba paid later on. Funding la more 
likely to result in an intellicant approach to the granting of beneflta. 
Veriam, upholding the use of funded plane, speeks of unfunded (cash die- 

buraameat) plana as having tba "plaaalng almplioity of a charge 
2 

account”, one which, it might be added, will necessarily be paid by 
one's children and grandchildren. As an example, the pension coats of 
the wor of 1812 ware not completely paid off until 1945 • 

rraotloe. 

In the early history of Induatrlsl rotire»'!nt eystens there 



were frequent oases of unfunded plans, and oven today a large nunbor of 
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r«««at unlon^sAs^^tlat^d p«nslOQ plans ssks no csntlon of funding.^ Itow* 
•Tsr, t!x«rs srs fan oasss of unfundad plans aaong Jtodorn retlraaant 
s/staaui. Tsbla VIZI indleatas tha dagraa to «^.lcn funding is usad axong 
a larga portion of ratlreaant sjatSM. Among tha aora than saTSa 
thoosacd plana raTlawad, only elsaen ara Idastlflad as baiag unfundad. 
Buraau of Intarnel Ravonua raquiraaants as to panslon plena under ahloh 
aaployar eontributioca may anjey ineoaa tax azaspiloo, has baac as 
Impartant factor ia tha nldaspraad adoption of funding. 

Tha ratiramant aystmea of tha arnad foroas ara antlraly 
unfundad. Annual appropriatlona ara oada by Oongrass to eorar aaoh 
yaar*8 payment of banafits. Paymant to rati rad paraoncal la mada 
diraetly from dapartmont appropriatlona, axeept In tha eaaa of tha 
rasarva eoaponanta of tha Army (^cd Air Forca) who ara i»id frcui 
Yataran*a Adalniatratlon appropriatlona. 

Uaa of funding In the araad foreoa. 

Tha Kook Commlsalon finds no Justification for uaa of a 
funded ayatam In tha armed foreaa.^ Its principal argumanta rest on 
(1) tha taxing power of tha goTemnest, which pracladaa the naad for 
funding and (2) the Impraetleabllity of aakiag the actuarial coeiputa> 
tions nacaasary to a fully funded ayatam* 

It la granted that tha taxing and borrowing power of tha 
goTaromsnt allowa tha uaa of a oaab^dlaburaaoant ayatam, with all its 
simplicity* Bowavar as noted abora, uaa af such a ayatam should be 
racognlzad aa in tha nature of paying off a *charga account” for 
aarTicas rocdarad twenty or more ye»ra ago. Further, tha future 
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•«curity of per»on0»l r««t« with t»xpe;»rs and legislators «hoa« atti- 
tudaa toward ratlraaaot appropriations oaooot with surety ba foraasen. 

Tha dirflculty of actuarial eoaputatloc la a «ore eogsnt 
arguaoat aguinst funding arood foroas ratirsmant ayataas. Ohangaa in 
Isgialation, unpradlctablo rariationa in tha size of ths dafsnaa 
aatabllshssnt, unforcaaen wars with unicnown nusbera of daatha and 
disability eases piracloda accurate actuarial o»lculations. Tha ahlftiag 
payroll baoa of tha serrlcas over a period of eighteen years (Table IX) 
Indlsctaa the degree to which size# of the ar«ed forces and of retire- 
went llsta oanoot be predicted. 

Ths iapractieability of oocplsta fuadlng does not prevent 
tha use of pax^ial funding, froa which the advantages of funding stay be 
realized to a large degree. Relevant to this point ie the fact that 
aaong the various ecovemaiaot retireesant syetens there ie no funding in 
any of the non-contributory pleas, wbereee there la at least partial 
funding is all tha contributory systeea. Funding, contributory syatace, 
vesting, saourity and sound buslnasa principles all appear to be inter- 
related. Tne adoption of a partially fundad rstireaent aystes for tha 
emad forcee ie deserving of careful consideration. 
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TABL2 Till 

jrunrjisa di tkutt -iyttp* 



BHr*QU of 
lotornsl aoTT.uo* 



B»Rk: ors Truat* 



0«W1U” 



Insurodi • 



Indioidual 


6 oi 


(4,144) 6<( 


203,395) 


4^ 


( 12) 


25< 


(152) 


Insorod - group 


21 


(1,476) 27 ( 


889.184) 


31 


( 90) 


51 


(313) 


^Ifolasurod 


10 


( 658) 58 (1,906.111) 


51 


(U7) 


20 
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Otbor or 
















usidoptif iod 


9 


( 584) 9 ( 


289,918) 


10 


( 29) 


4 


( 26) 


UafuBdod 


0 




0) 


4, 


4 11) 


0 




TOTU 


10^ 


(6,8di)iooi( 


3.290,608) 


looi 
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(^tt 



Koto: •• Scuroo! "P^nsloa Trust Ststlstiosl Tsblssf” laoo/ss Tax Unit, 

Buinmu of Intornal IloToaue, undatod, Tablo IT. 
b. S .urco: 289 Rotlro^ot ?X>ins . (Nos York: Bonkors Trust Coapony, 

194^) • P* X2. 

e. N ureo: Hugh 0*Nsill, Kadorn Pan'-lon Flans . (No* Tori:: Praotlco- 

RoU. Ific., 1947). p. 553-255. 
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T‘ELE IX 

AP?30PSI fCS PAT '.KD ALUDSAKCSS 

roa ACTIVE AKD aRTIKTeD rSHSOKRll 
A»D PSacaRTACS RSLAT208JHIPS* 



FI seal Taar 


Ar«y aad Air Foraa 









AotlTa 

(000) 


Ratirad 

(000) 


Hatlrad Aetira 

as par east (000) 
of BOtira 


Ratirad Ratirad 
(000) aa par e«at 
of aetira 


1930 


1 113,759 


$20, UO 


17.7 


♦ U3,645 


• 7,571 


6.7 


1931 


113,739 


20,391 


17.9 


115,400 


7,455 


6.5 


1932 


115,754 


20, 9U 


18.1 


113,558 


9,177 


8.1 


1933 


106,389 


20,256 


19.0 


110,905 


10,220 


9.2 


1934 


96,187 


19,345 


20.1 


104,116 


11,034 


10.6 


1935 


109,439 


23,444 


21.4 


98,938 


10,636 


10.7 


1936 


121,548 


24.716 


20,3 


120,898 


13,767 


11.4 


1937 


130,499 


25,802 


19.8 


130,905 


15.189 


11.6 


193« 


135,364 


25,915 


19.1 


127,703 


16,600 


13.0 


1939 


139,012 


26,775 


19.3 


143,320 


18,014 


12.6 


1940 


164,225 


27,280 


16.6 


164,165 


20,171 


12.3 


1941 


526,824 


23,223 


5.4 


203,196 


21,333 


10.2 


1942 


1,743,591 


26,219 


1.5 


238,127 


33,997 


14.3 


1943 


6,423,902 


29,765 


.5 


1,848,098 


13,248 


.7 


19U 


9,796,868 


37,339 


.4 


3,715,042 


15,834 


.4 


1945 


12,323,146 


37,000 


.3 


5,168,656 


20,252 


.4 


1946 


7,919,127 


41,750 


.5 


4,055.534 


38,938 


1.0 


1947 


2,643,191 


62,155 


2.4 


1,293,346 


69,251 


5.4 


1948 


1,981,630 


80,204 


4.0 


945,567 


103,157 


10.9 



Hot*: a. Sf^uraat Csraar Coapaaaation for tha At^«d Foreas, {’((laabiiigton, 

D.C.i OoTamaaat Prlatlng Offlca, 194 d), Appandlx I, p, 195 * 
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cifAma VI 

OTF'JiU.mrATIOK ~Xf 

Purpoae . 

Both in clTilistt orr.anizatloaB «sd tba £«f«ns« •atabllah* 
A« 2 t, tb« outataadicg purpoa* of suporannuatloa r«tira»9nt« fros tha 
▼iawpoiot of tha organization, ia tha aliaination of thoaa who, baoauaa 
of daoliDlng aantaX or physioal parforsanet, cannot oparata ot noraal 
affiaiency and wbesa oonticuad aaployoant aoold lowar tha productivity 
of thalr organization. Anotbar purpoaa, froa tha viawpoint of tha 
indirlduala conoamad. In ratirasant for aga la to giva human balaga 
an opportunity to darota thalr closing yaars to privata activitiaa of 
which they have been daprivad beeauaa of tha natura of thair occupation 
This lattar purpose ia apaoially aignlficant in tha cans of mambars of 
tha anaad foreaa and other organizations whose duties involva a rala- 
tivaly high paroantaga of tlaa away frow thair faailiaa, and frequent 
Chanda of locale. Tha prospect of oowfortabla and secure ratiraasot 
ia an important alasant in tha total satisfaotion of thalr earaara. 

ConaldaratloBs ia setting the aga » 

With the adToaca of aga, physical parforaanca doclinas 
more rapidly than does mental parformanoa. However, in most physical 
ooeupatiooa, ae tha aga of tha aeployaa increases amployaaa move into 
supervisory and Indoor pocltlons that require a lower level of physical 
stamina, for this rasaon, It is found that there is usually no distinc 
tion made batwaae tbs two catagoriss in satting tha rattraaant aga In 
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busln«eii »nd industry* R«tlr<i»9Qt plsns tisre provld* for on« nora«l 
r«tlroft»nt tga without respect to the type of eotlvlty icvolTsd lo the 
ocoupatioD. 

In deellog with the problea of superennuatlon in the sraed 
forces it is ifiportant to think in terae of the ultiwate role of the 
organisation, which is that of woging war. On a peaoetiae bests, it is 
probable that the needs of the ereied foroea are no more eritieel than in 
bueinaes and induetry. However, unlaas the defense establishment struo> 
turss its pereonnsl requirsmonts on a basis of wartime ooodltions, it 
will find Itself ill-prepcred for ths rapid personnel expansion and tha 
operations which are iaperetive to the sueoeesful proseoution of war. 

Tha organization east be built around personnel capable of highly 
oustained perforesnee in ooabst conditions* This requlrenant might be 
likened to that demanded of the city fireaea whose routine duties may 
not ba vary exacting, but who neverthelesa oust have the ability to 
fi^t fire suooessfully whenovar he may be eelled upon to do so. 

The dutlee of enlisted personnel in the armed forces 
involve coneidsrebly more physical exertion thon do the duties of 
officer personnel* Granted that ea an enlisted man rises in rank he 
takes OB more supervisory duties, but throughout hie eareor there is 
constant dsmarid for a high levol of bodily effort and in extended war> 
time operations this demand is s oritlcel one. In ths case of officer 
personnel, there is more room for adaption te the physical decline 
because of the reduced physical requirements is the senior ranks as 
compared with those in the junior ranks. For these reasons, the use of 
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•«par«t« sup^raTiOuatioo ratiraaaot for til* two groups is juatiflsd. 

At wbst points io ths dsolio* of pb/siosl sod/or asctal 
porfnrasnc* ah-suld th* rstirscsnt sgs bo ostsblishad? Uofortuaatoly 
thoso points do cot odapt thoaisolTOs to prociso dofinitlon* For oco 
roosoQ tboro is s lock of icstruaumts espeblo of sooursto eoosurosisct 
of tho quslitlss oonoornod* Also tboro is a wido variability aooag 
Individuals ia tho agiag proaass; soaa fait aaintain a vigorous lovol 
of aastal porforaanco to tho ago of aighty, othora fall off rapidly in 
thoir sixtios* Lastly, thor* is aids variation in tbo roquiranonta 
aaoog th* mny occupations. Tb* oatablisbaont of tb* suporanauation 
ago, then, ia baaod largaly on osipirioal factors, a racognition of tba 
advantag* of standardisation, and, to soso dagroa, on "public opinion. " 

Xoriaa suggaats a vsriaty of oonditioos that night ba usod 
in sotting tba ratiroffiont ago: in th* disoration of th* anployor, at 

tba option of tba onployoo, upon th* raaehing of a ehronologi oal ago 
and/or upon tbs ooaplatioa of a aat length of aarvica, end at sons tin# 
batwaan an optional alnisfun sga and an arbitrary coapulaory aga.^ 

A long range factor in the ratlromant problan that has 
ssrious oooaonis iaplloations is the growing life span which is raault- 
ing in an ir.oraasa in the proportion of popalatioa In the highar aga 
group. For thosa agad sixty*fivs or over, io 1950 it is eatinsted that 
tba proportion is 7*4 par csnt. fstinatss for subssquant pariods era: 
i960 «t 6.2 to 9*1 par coat, I 960 at 6.6 to 12.2 par csnt, and 2000 at 
6.4 to 15.3 par cant. Slichtar and Baruch urge th* raising of ratira- 
aant ages to aaat this ineraasa io Ilf* span.^ Ilowaver, in oonnaotion 
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with this r*eoBtm«ndatloa, oonald«r«tioo :»tst b« givoa to tho «ffaot on 
tha oT«rall ussffiplo/Koat pistura of Incraasing tha labor forca* 

Fraaaat praotloa . 

J^aineaa and industry. 

In businass and induatry, tha age of sixty-flra is 
used to fix ratira«ar.t in all but a faw easas. This age is used in 97 
par eact of tha plans in tha Bankers Trust aurray, in 97 par cant of 
those ia tho uoeial Security Ad.tdniatratioa group annuity surray, and 
in 95 por cent of those in tha O'Raill surrey.^ Sor.a plans, in addition 
to fixing an age raqulrariaat, include a ainimiti aerrica raquirasaont. 

For instance of tha 6l2 plans in the O'Kalll survey, twenty plans (about 
3 par cent) praaeriba aininuA lengths of ssrvies, usually fiftaan to 
twenty yaara.^ Recently nagotistad plana in tha steel industry prascribs 

z 

a aifiiaua of f if toon yesrs aarvioa. Sosa plans sake provision for 
coctinusd sarvioa sftsr noraal rotlrsaent age, but usually only with 
eospany consent. Ic a 1946 survey conducted by tha Rational Industrial 
Conferanoa Board, it was found th&t in seven out ef tan eospacies retire- 
ment was cos;uXsory, and thst such provisions were generally acceptable 
to employ a«a.^ However, the American Federation of Labor haa raoantly 
advised itn negotiators that rigid oompalsory retiremact provisions 

o 

should ba resisted. 

Armed force#. 

In the arsed forces, a mandntory age of slxty-two 
years is sat for officer personnsl of the Army and Air Force of tha ranks 
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of Brie«dl«r 0*n«r«l and below {alxty-four yzva for higbar rank 
gwoarwls)* For oar^l ofric«rs» tba age i« slxty^two for all ranks, 
ozcapt that tha Prasidsnt say dafar the ratlraAsnt of not otora thun 
tan offioara at a tiaa to aga alxty-four* It aay ba said that thaaa 
mandatory aga prorleions apply only to tha gaearal/sdmiral ranks since 
forced attrition onder the proaotioa laws will ollalnata thoaa not at- 
talolag to top rank prior to suparaonuttioo age* On a conpartaon basis, 
than, ratlraaant for saperannuatios la the oass of offioara runs about 
three years younger than In business and industry. 1%18 dlffarantial is 
eonsidarad warranted in Tlav of tha critical conditions under which top- 
rank offiesra must ba axpaotad to operate In wartiaa* 

For enlisted personnel, there is no mandatory age 
for retiremsnt. Kowerer, prorlaion la made for **Toluntary" enlieted 
retlreaeat after twenty years serrlce or eftsr thirty years serriee* 

The thirty year prorlsion will be diocueaed in this ehnpter slnoa, of 
tha two, it most closely epprozimntea euperannuation retirement. (How- 
erer, enlieted pereonnel seldom re.<Min on aotire duty to thle length of 
time beeauee of the availability of retiremsnt at twenty years servlee— 
to be diacuaaed in Chapter VIII). The enlisted msn, at thirty year 
retirement, would be at an age of about fifty years, some fifteen years 
Junior to his retiring running mate in buelneaa end Industry* A ratlra- 
meot ags of fifty, in tha case of the enllstad man, noverthelesa seems 
reaacnabla. The enlisted man, even after etteinment of eenior non- 
comcisaloned grade, is axpaotad to perform duties requiring e high degree 
of physloal etaminn. Fapeeielly under battle conditions, his duties ere 
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aueh thmt h« oust b« sbl« to keop up with th« jrouogster In flold or 
8 a •“go leg opor«tiOQ8. For tb« period botwoan th« tin* of esauxad 
ratlraasnt at ago fifty and that of ncrauil civilian ratlraaact at ago 
aixty«fiva» eoaaideration night be given to providing tha onliatad nan 
with anploynant in eoothar branch of the govarenont aorvioa (aa was 
triiditiocal in Oarnany» for Instaoea) sad dafarrlng payneat of banafits* 
In Snglaod, certain positions in tha civil service are rasarvad for 
retired non-cooeisaionad officers.^ However, it is to ba axpactad that 
objections night bs raised to adopting such s proesdurs in the United 
States civil ssrvies on grounds that it would intsrfsra with oarssr 
service in tha non^nilitary branch as. 

Considerations in setting tbs snount of benafit * 

Tbs snount of tha benefit should ba such that tha enployea 
and hie dependants are provided nininua subsiatsnoe at the vary least. 
Bsjend th«t, insofar as praoticsbls, tha benefit should recognize the 
standard of living of tha eaployaa sed bis dependents. 

Because the benefit is deferred ooKpenectlon, it eppears 
reasonable that it should beer sosa relation to tha cospensatlon of the 
eeployaa during hla period of eerviee. In eateblishing this relation, 
a percentage rata appacle to tha sanaa of faimass of the aeployea end 
adapts itself to coaputstionsl anthode. The aaount of coapeneation can 
be derived from e suewition of ell eoRpeneation received while In aer> 
vice, or from the aultiplication of the average annual oompanaetion by 
the nuBbar of yaara of ssrviea. Hors aieply, the pay rata at time of 
ratiraxent, or in tha last few years of sarvics, can ba used aa a base. 
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This latter prooa^ura ia adaptable only to salaried essplo^ees and even 
there glres rise to esiiy objections unless all employees progress uni* 
foraly up the pey ladder tbroagbout aenrlee. It dose, hoi*eTsr« better 
recognise the soosoalo conditions, end the price index at the tlas of 
retirement* For Instance, an employee «bo retires at a ties when the 
cost of living has recently risen, or ia rising, etili suffer less frox 
the dscreass in purchasing tsIus of the dollar if his benefit is related 
to his final pay rata than if it ware reletad to hia aTersgs pay rats. 
Going oBs step farther, retlreeont benefits eight be tied in with the 
national pries index. It is eppreelated that these latter suggestions 
ere generally net in line with sound funding principles, slccs funding 
aethods cannot entieipete changes in rates of eoapensation or the cost 
of living. 

Preotioe . 

Business and industry. 

Retlrsaent benefit fortaulaa la busiosas and 
industry pradoainsntly provide for s percentage relation to eoepense- 
tion. Of the 289 plans in tbs Bankers Trust survey, 280 provide for 
such a relation. Of tbsss 280 plans 206 (74 par cent) consider the 
ooapsnsstion throughout the period of ssrrlos (a par cent figure tises 
average anousl ooffipensstlon tlBse nuaber of years of servics is the 
aost ooaacn forauls), while 72 plana (26 par cent) consider the com- 
pensstloa In final yssrs of aervlos.^^ pl**s iQ the O^Bsill 

survey, 377 plans (46 per cent) epply s pjreentege rate to ooapansetlon 
tiass years of service, 66 (10 par cent) are aoney purchase plans in. 
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whieK tb» bttaafit amounts to whatSTsr annuity agroad contributions will 
buy from yaar to year.^^ It Is conmon to find a d if format psrcaatag# 
formula for aarnings up to #3t000 (the mzimum annual amount racognited 
by Social Saourity} fron that applied to amouats abova $3»000. Evan 
within tbasa two groups there ara widely variant formulae used. For 
Inatanoa, among 311 group annuity plana surveyed by the« Social Security 
Acalnlatratiottf there ara 17 different percentage fit^-itras used below 
13*000 and 19 used abova (Table n). 

A euanary of the banefita (with Social Security 
included) in the Bankere Trust aurvey Is shown in Twblu .t, Banefita 
are expressed es percentages of average monthly compensation, in four 
different pay categories, with thirty years participation used as a 
"oonaon denominstor'* in developing the oomparison. Kislmua end aeximum 
benefit rates of all the plans and computed median benefit percectsgas 
are shown in the lower pert of ths seme table. Hedien benefit percent* 
agee are 59* 45* 43 end 42 for average monthly oefspeoaatlons of 100, 

250, 417 end 1250 dollars respectively* It is noted that benefit rates 
are highest for the lower paid employees. The eonputation of average 
benefit rates per year of s#rvioe in 311 group annuity plans is shown 
In Tible XX* Here separate percentages ara shewn for the first #250 of 
monthly coapansation (0.05 per cent) end for amounts in excaas of |250 
(1.43 per cent). After correcting the first #250 compensation rate to 
Include social Security benefits, on a thirty yaar bast, the peroentaaes 
ere 55* 50 and 45 per cent for aversga monthly compensation of 250, 41? 
end 1250 dollars respectively. 
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AmMd forosB. 

Rstlrod p «7 in th« »rMd foroBs la tk% e rat* of 2;^ 
p«r per yoar of AorrlcB appllsd to final basic pay, with a nsxlAua 

of 75 par caant* Tha ratlrad pay data for a Kaar Adairwl (upper half) 
with forty years oarrica and a chlaf patty officar with thirty years 
sarvioa are davelopad in Table XIZ and pdreentagea havs bean corraotad 
to a relation with aTsregs coapansation. At first glance (Lina D), it 
sppesrs that botb enjoy axtranaly high benefit rates (126 per coat and 
1C6 per cent)* frhen allowsDces are included es part of coapaasatioa in 
the coaptttetiOQ, the pereeatagee era 101 and 76 raspeotirely (Lina f). 
fleweYsr, whan retired pay peroantages are related to averasa pay of 
civiliane with oocporable duties, the benefit rates fall to 45 per cant 
for the Saar Adairal end 79 per cant for the chief petty officer (Line 
J). 

Coaparlaon. 

Coa;»iring the last-nasMid parcantofos with thosa 
derirad from the BanScare Trust and Social Security Admlnietpatlon rai^ 
veya, it appears that tha baoaflt rata of the Rear Adsiirel is about the 
soee as thot of the coapareble clTilias for thirty years service, 45 per 
cent versus 44 per cant, while the ch4lef petty officer enjoys a consivlero 
able Bdvantege, 79 per cent versus 50 per cent (Line J vs. Lines K end L). 
Jot iorty years etrvioe, the dear Admiral apposra at a oonsiderabla dia« 
advantage to bis civilian counterpart, 45 per cent versus 57 par cent 
(Line J vs. Linas K and K). 

It Is to be noted th>tt caany civilian plans place a 
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llaltatlon on tho oAOuot of r*tlr«£«st benafit that high sslarlad 
eaployeaa nay raoolTo, a factor that baara on tha intarpratetion of 
raaults of this coaparlson. Kaxiaua baaaflt data froa tha Dantars 
Trust surray ara contalnad la Tablo nil. It is also notad that tha 
Booh Cosaiasion io 1948 recoAsacdod salarias, for high ranking offlcara, 
which fall conaldarably balow aalarias of coraparsbla civlliaas. How- 
arar, tha Cosalaalon fait that clrilian aalarlos wars at a paak and that 
a eoapsratlvaly gr*atar nuabar of officer personnel could reach tha top 
in tha araad foroas than could clvlliana lo bualoass end Induatry. 
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X 

bikstitb sxprisssd a 3 r'TfscaJT-wJX o» AVSRiai 
BOnmT CCCFSKSATIOH JN 266 PUM3, 

THasT l^RVW* 



Feoaioa icsludiag Seclsl Porc^ntcg* of 209 Pl*os in MCh 

Becurlty as Peresntaga Banaflt oatagory* 

of Ararfiga CoApanaatlon Ayomea »ontbIy Ooaganaatlon 



Under 355t 


3»9% 


5.5’* 


12.9* 


35.2* 


35?; to 4C^ 




7.0 


9.0 


6.2 


AOi to 45^ 


2.0 


37.5 


U.4 


23.8 


45^ to 50Jb 


15.6 


10.2 


18.8 


20.3 


50jt to 555t 


9.4 


32.6 


11.7 


3.9 


55?^ to 60< 


26.2 


2.7 


3.5 


9.0 


60% to 69% 


31.6 


2.3 


1.5 


0.6 


65f and over 


41*2 - - 


2.0 


1.2 


0.6 




lOOjC 


100?6 


100* 


100* 



Benefit expreosed as Pereentsfe 
of Average Monthly Coapensation^ 






*250 


*417 


$1250 


yiclaua 


« 33* 


27* 


23* 


10* 


UaxlBus 


®112 


76 


68 


68 


Approxlaats Kedlan (30 yrs) 


59 


45 


43 


42 


Vedien per cent per year 


2.0 


1.5 


1.4 


1.4 


40 yrs X " ^ " •• 


80 


60 


56 


56 


31 yre X " « « 


62 


47 


43 


43 


26 yrs x " «* " " 


52 


39 


36 


36 


21 yrs X » " •» • 


42 


32 


29 


29 


20 yrs at " * " * 


40 


30 


26 


23 


Retei a. Source: 239 ^»etirefflont 


Plans, (Kcv York: Bankers Traat 



Coapany, 1948), p. 10, Original table liata aToraga annual 
compenaatlon. Tbirty-thraa plana, covering only amployeo 
aarnlnga over $3,000 par year, not inoludad. 



b. Data derived fros data above snd froa atbar deta eantained 
In Bcmicars Trust survey. 

0 . ttinljitusi ber.efit percentage in plan occcoroed (no less than 
this percentage benefit is paid at this pay level). 
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TABLR n 

B2sr5riT3 sxFRiaoso as rsc^rrAoi of averagt. 

UOSniLT CCVFStTATIO}/ m^lTtD FX'M ESJ'^FIT PR0VI320S3 
IK 311 ?US3 SOCUL 3'2Gl!3I?T ADKIKI3TRATI0K X'iW'ST* 



A 

Pap Tact 


B 

On 1st t250 
(;:o. plansj 


A X B 


C 

On ixcasa 
(Mo. plana) 


A X C 




0!t 


27 


0.0 


% 


0.0 




k 


13 


6.5 


6 




3.0 




9/16 


1 


0.6 


- 




- 




3/5 


1 


0.6 


mm 




«a 




2/3 


4 


2.7 


1 




0.7 




3/4 


100 


75.0 


6 




4.5 




4/5 


2 


1.6 


1 




0.8 




5/6 


1 


0.8 


- 




- 




7/8 


1 


0.9 


1 




0.9 




15/16 


1 


0.9 


- 




- 




1 


132 


132.0 


59 




59.0 




1 1/8 


1 


1.1 


2 




2.3 




1 1/6 


- 


0.0 


1 




1.2 




1 1/5 


1 


1.2 


1 




1.2 




1 1/4 


7 


8.8 


7 




a .8 




1 1/3 


2 


2.7 


2 




2.7 




1 2/5 


0 


0.0 


3 




4.2 




1 1/2 


12 


19.0 


155 




232.5 




1 3/4 


0 


0.0 


6 




10.5 




1 3/5 


0 


0.0 


1 




1.6 




1 2/3 


0 


0.0 


2 




3.3 




2 


5 


10.0 


53 




106.0 




2 i/a 


0 


0.0 










Total 


3U 




311 




/4A5-T 




AToraga 










1.43< 




Pi rat 1250 












Partloi- Avaraga 


Sooial 






Waightad Far 


oaot 


potion Flan 


Sacorlty® 


Total 


Xxeaas I 250 


1417 


^ 1^50 


40 yra 34< 


10 ^ 




57S 


641t 


61 ^ 


585 


31 yra 26 


.0 


56 


U 


56 


51 


46 


30 yra 25 


30 


55 


43 


55 


50 


45 


26 yra 22 


30 


52 


37 


52 


46 


40 


20 yra 17 


29 


46 


29 


46 


39 


32 


21 yra li 


29 


47 


30 


47 


40 


33 



Kot«: •• CoRput«4 froffi besflfit p«re«otag» data in Annlyala of gaeaot 

Oro^p Annuitlas by ’^oclsl *^3curlty A^rlnlstration . i94^» 

PP» 50“52» 

b. Approziaatad froa data In Handbook oa Faderal Old Age end 
SurTlTora Insuranoo, (Sashlogton, D.C*: Govorrutiaat Printing 
Offica, 1947), p. 97. 
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TABLS XII 



FSaa^TAQ!! B2SX?m Of ASUIRAL (UFI^r? HALF) 

WITH 40 YSASS B2RVI03 AHI> OHIS? PWIT OFFICfR IITIT >0 T5AR3 
S2R7IGS CO'TASXB ’^ITH TffOSS 0? CO«?ARABLS CIVIL! '»SS 
OK ATKHAO^ SiCaimY COK?a!3ATI0S BASIS* 







Rear 

Adsiral 


c.p.o. 


A. 


Final basic pay par aontb 


4955 


8294 


S. 


Betlrad pay (years sarTiaa z 2^ x k - 
Xaxlaua of 


716 


220 


C. 


ATeraca basic pay (Appendix A) 


557 


207 


D. 


Retired papr (B) 


128$ 


106 $ 




Avaraga basic pay (0) 


X. 


Average basic pay plus allowances (Appendix A) 


4708 


1291 


F, 


Retired pay (B) 


101$ 


76$ 


M W 


Average oasio pay plus aliowances (S| 


0. 


Average basic pay |C) 
tinail basic pay (A) 


.58 


.70 


H. 


Assujaed final basic pay of coaporable 
civilian (Appendix S) 


12767 


5396 


1. 


Assuaed average basic pay of cosperable 
civilian (a X H) 


1605 


277 


J. 


Retired pay (B) 


45$ 


79$ 




Assuaed average basic pay of eoaparable 
civilian (I) 


K. 


Median percentage benefit of eoaparable 
civilian - 30 years (Tebls I)^ 


42$ 


45$ 


L. 


«« ii n II tf 

• - 30 ysers (Tabls XI 


45$ 


55$ 


X. 


H It » It H 

^ - 40 yssrs (Tabls X)^ 


56$ 


«» 


K. 


t% m n n m 

* - 40 ysars (Table XI 


58$ 


. 



Kota: a* Ssa Appacdleaa A and B for pay data 

b. Social Sacurity baoaflt Included. 
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TABL3 XIII 



LIKITATIOS-I 0 .^ RCTIRSX'S^T B2JJSFIT3 
TO HIGH 3ALAS1XD SSFL0TST.3 IS 23? R3?I!l!Sni? PLAKS, 
BASK283 T!?J3T 3UWIT* 



Aiumal 


Uocthly 


Kuabar of 
plana 


Far cant 
of plans 


Naxlauat dollsr penaioa 






$18,000 to $35,000 


♦1,500 to $2,917 


31 




12,000 to 18,000 


1,000 to 1,500 


55 


19 


9,000 to 12,000 


750 to 1,000 


34 


12 


Loss than 9,000 


Lass thaa 750 


56 


19 


Kaxiooa oornioj^s r«cognlao8 






la dotoralalog pensioao 






$ 30,000 to $ 50,000 


$2,500 to $ 4,167 


10 


3i 


20,000 to 30,000 


1,667 to 2,500 


12 


4 


10,000 to 20,000 


833 to 1,667 


12 


4 


Loss tbea 10,000 


Lass than 833 


1 


i 


Ksxlaufl psasloa as a 


psreaotaga of 






eoapaasatlOB 




3 


1 


Ko llaitatloo as to oszlaua psasloa 


JZi 


26 




TOTAL 


289 


lOOJI 



K*^«t tt. Souros: 289 n«tlr«fy»nt rianii. (N«« York: B*iokor« Truat 

Company, 194S), p. 11. 
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CKAFTS? VII 



:H2-.‘UP«?AXEU-.?I015 fiJSTIJOTT.T ASD fTASATIOK OTF’JR T?{*J. FOR DI'USII-X’^ 



FOSCSD ATTRITIOK 



SoRBlflaratloBt . 

Busiaass and industry. 

A bualnaaa or Industrial organization aunt adjust 
tha aiza of ita aaployaa fcrca to aconoBie conditions, ^han businots 
is **cood*, it can be axpsctad that tha nuabar of parsons esployad will 
rasain raaaonably constsat or iacraasa. dhan buslnass falls off, layoffs 
sust ba affaetad in ordar to adjust to tha raduoad daaacd for products or 
sarvicaa. Howarar, an aaployaa vho ia diachargad undsr such oondltlona 
rsfisiAs aliglbla for ra-acployaant with hia fornor orgaoizatioo or say 
obtain aaployaoot in another or anization which has aacd for hia aor> 
?ieea. 

Tha prcoess of adTsacaaant to postlona of bighsr 
raapot'Slbillty ia noraally a *^aa or Ko” proposition, ani of Itaalf doaa 
not affsot tha aaployablllty of indlriduals. If a aso la ohoaao, ha 
aoras up tha ladder; if ha Is passad orar, hs contlnuas In hia forcar 
position. In this sansa, so long aa aa aaployas aatiafactorlly parforns 
tha duties raqulrad of bis pr««^a<.t position, his failura of salaotion 
for ady*ncod duties will not interfere with his continued a*ploy*eot. 

Araad forces. 

Just as industry aust adjust to business con^ Itions, 
so «ast the defense estnbllohcent adept itself to intercotlonal oondi> 
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tions* Vh*r. diploa«c7 s»6im unable to r«eolv« problen* between nsticns, 
whoa It appear* aoro likely that Tlftlenc* will b« used for the eolutloa 
of these problese, the or«;ealzatien wist iaereeee the nusber st person- 
nel oeplayed. Conversely, when resort to violecoa is unlikely, there 
will be W eut-bsok In the nuaber of percons in the eraed forces. For 
officer personnel, this v.risbllity in eRploywent will be absorbed in 
the proiBotion eystee; for enlisted personnel it will be taken cere of 
throu{;h the recruitsont proffres and quelif isetlona for raenllataent. 

Unlike orsacisatione in buainess end industry, the 

arxed forcee in edvanclne their officer personnel up through the ranke 

eaploy an *^p or Out** tyateju If an officer fails twice of selootion 

to a higher rank, however estlsfectorlly he my be perfornlng the duties 

of his pres >nt rank, he my not cootlnae in service but eust be eepe- 

rated or retired. In order to have the vigorous end effective lender- 

ship at all ranks that is eesacstiel to wllitery effeetlvettees, there 

oust be e costinuins flow of personnel, in at the botten end out st all 

levels* This need was evldoteed over e peried of neny years prior to 

the adoption of the present pronotior. systsfi. In e sense, it my be 

said thut superannuation takes place at all levels in the biererchy. 

An officer sspareted frosi the active 4uty ergaol^stion, is net reesi - 

ployable In his fornar organisation except in event of e national 

eaergency, and he cannot properly eaploy bia special abilities by 

bearing arm in the eorvloe of another nation*^ If he has been retired, 

his asploysbillty in other goveremnt organisations is liaited by duel 
2 

eonpeneetlon law. If he is released with eerersnee pay, such lew does 
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aot apply. 

Maatln<t tha problaa 1 b baalngaa and ln<5astry . 

Ratlraaant ayata^a in bosioaaa an4 in(Suatry aiaat tha 
problea of forcad aaparatloa In ona of wo »aya. Flret, proriolon Kay 
ba «ada for tha aaployaa through TaatlnUi diaouasad In a^rllar chapter. 

Tha principle of vaatlsg say be raco^rniaad althsr through the granting 
of a caah payatant to tha dlachargad esployaa or through tha gr^iotlcg 
of a dafarrad annuity. Secondly, In tha easa of aaployoaa with rela- 
tivaly long aarvlca, tha eaployaa say ba granted an *early ratirac?at*' 
benefit wharaln he oo'asances recairlng an Incoaa iDonedlataly upon 
saparatlon, but at an eotuarially reduced rata. 

Table XI7 eusserlzea the early retirement provlaions Is 
tha Bankara Truat aurray. Of 2?3 plana on ableh data were arallablo, 
there la provialon for early ratlraaent in 241 plane (86 par cast) under 
"forced attrition" eondltiona. Only 18 of tha plana (7 par cent) proeida 
for ratireaant at any tlaa; 127 pinna (46 par cent) require attaioisent of 
an ago, usually flfty-flra years; 92 plans (38 par cent) raquirs both 
sttainaont of an sgs, usually flfty-flra, end a sinlwi* length of service, 
usually ton to tuenty years. 

Tabis S7 shews tha early rati resent provlaions a«on« 376 
group annuity plans anslyzad by the Stoial Security Adsinlstrstion. 

Only 23 of these plans stake no proTlaloa for early retlreaect or include 
disablXity ss s rsquireaent. There ere 255 plans (68 per cent) with s 
norael rotireeent age of ality-flvo which provide for tar. year pre-norawl 
rotiraaaat, giving an e<'a of fifty-five as the early rotiraaset tliaa. 
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Inoladlng th« plnns h«T« both «g« and sorTico r«^ulre«#nta, 30«1 

(82 par eant) provid# for an aarly retlroftant ag» of flfty-flra. 

In th* 0*K<»ill aurToy (Table X7I), 5W (82 per cant) of 
612 plans provide for early petlrowant. As In the two previously Men- 
tioned atudlas, the typical retireeact age la fifty-five yaara* 

Operation of the proaottoo ayatea In the areed foroea * 

Table X71I auiiuiarisea the operation of the officer projso- 
tion eyatee in the U.3. Nevy, under the pemaDent provialona of fublio 
Law 331, 60th Congroae.^ Coloain 1 ahowa tba required distribution of 
ell officers oo the active list eeoog the aeveral ranlce; eoluisn 2 ehowa 
the ceae diatribctlon relative to a base of one thousand InaiQnn and 
Lieutenants (junior grade). ^ Because of the decreeeing nuxber of 
officers allowed in eueeeaelvely higher renha, attrition mat take 
place frc« rank to rank (Coloans 3 *Bd 4)» For instance, an attrition 
of about 53 P«r eant «ust take place in an orieical group of one 
thousand Knsigna and Lieutenants (junior grade) prier to reaching the 
rack of Lieutenant ConeAoder. 6on« of this attrition will be through 
coraukl eauaea such as reaignatlona, deaths end disabilities. Ths 
resaining attrition la acooapXithed through operation of eeleotion 
boards. As groups of officers become eligible for promotion to tho 
various ranks, they are considered by eeleetien boards and the beat 
qualified are chosen for advancement to the next higlter rank, in numbers 

K 

dotaraloed by the number of vacenelea in the hlaher rank. Sach officer 
la soneldcred by not more tfean two socceeslve aelactlo' boards; officers 
fsllinif of selection are considered as having been ’’peeasd over" and must 
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b« dliobarg«d froa the ••rric* (r<y Or^dva 0-3 and 0-3 }« or plaaad on 
th« rotirad lint (Fay Oradas 0-4i 6)« Ooluacs 3 and 6 indioeta the 

planned adranoasenb of an officer «ho will advasca to highaat rank. 

ColujEn 7 iadicataa the diepoiition of offioara at the rarloos laaala who 
fail of saleetion for the next hifhar rank. Liautenanta, Junior and 
aar.icr grade, arc discharged upon the coaplcticn of scvaa and tbirtaan 
years sarvloa, respaetivaly, with taacronca pay. Officers of higher 
roEx are placed on the ratlrad list with retired pay. Coluasns 9 through 
12 develop the pay for offieera passed over at the various ranks, apply- 
ing life expectancy to approxii^ta age at separation, to a final value 
axprossed in tariss of post-active duty ineoAe per year of sarvioa 
rendered. 

Caaperison . 

It ie impracticable to coapare the oarly retireaent 
features applicsble to tread foreaa with those in business snd industry, 
because of inability to give quantitative weight to the planned forced 
attrition in the sraed foroes which does not exist in eivlllen organiza- 
tions. This latter factor requires the provtelon of a liberal retirenent 
systefl for prospective officers. As itatod in the report of the noovor 
Coawissioo:^ 

If the govemsent wishes to draw jsan Into e career service 
in which its interests dietets en early coepulsory rctircsent 
age and disability retireasst if physical and Mental condition 
falls below a relatively high standard, it offers— it has to 
offer— eoaperativaly high retirement benefits or pay. 

The present pay acbsdule for all eraad foroes persosnel Is closely linked 

to that found in business and industry, with pay In tha high ranks felling 
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b*lo» tbsfc i:i oirlli«Q orgenlsstions (Appscdlcvs B S). 

7b» llbtr&llty of dollnr bonoflts to rsttrod offleora in 
Pay f}r<id9a 0«4» 5 scd 6 is indiestsd by ths data dovolopad in Tables 
xrn and ]CV11I. It is noted tbat tbe failure of seleetioa to the rank 
of lieutenant Goanander aakas a treMcdous differenoe la the amount of 
po9t*actlTe dut; incose (Coloma II of Table X7I1). 

A factor that eaters into the oocsideratioo of benefits to 
aeabers of the eraed forces who ars reliared from sotiTs duty is their 
employability in oiYllian organizations. For information on this sub- 

7 

jeot, the reader is referred to a thesis written at this uniYsrsity.' 

Although the forced attrition among enlisted pereonnel is 
of small cefnltude, It should be noted thet there is no proYision for 
Hsperatlon bsnefits, other than disability, for this group if total 
length of serYice is less than twsnty years. 



vonBiT^RT /'«;d pifaratick 



Hsquested by enployse end spproYed by eaployer . 

Business snd industry. 

Termination of aaploymant rasultlng from the 
request of the empleyee end the approYel of his employer is related to 
the early retirement featurea of retirement plans. ApproYal of the 
employer is presuxsbly granted only when the termination of employment 
ia in the best interesta of the employing organization. In the Seekers 
Trust surrey (Table 3CIV), of the 241 plans tbpt proYide for eerly 
retirement under normil eondltione, 157 plans (65 per cent) require 
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eoapcay approval* Is tha 0*Kaill survty (Table XlTl), of 500 aueh pleaa, 
338 pleas (78 ©enl) raquira ooKpaey approval, 
hraoiA foreas. 

Offlcars Qsy b« ratlra^ oo raquaat, subject to 
approval by higher authority, after twenty 3 re«re sarvice, with retired 
pay at the rate of 2j( per cent of final basic tlaes the nuaber of years 
of service, with a mazle» 2 « of seveaty-five per cent. This type of 
retlreaoot originated prior to the sdoption of the seleetlan systea 
procedure, end «ac designed for the purpose of ellalnatios "deedwood'* 
in the officer ranks. With the edoptloc of eysteas of forced attrition, 
the need for this type of eeperatlea has decreeeed, elthough It wss 
eet'^loyed durlcf the Thirties to reduce the himp in officer ranks caused 
by the Influx of effioere into the services during Vorld v«r I. The 
granting of requests for voluntery retlrenant Is usually based on the 
anede of the sorvloe. In 1949# the Army was not grentiag euch requests 
In cases of less than thirty years service; the Kevy wee approving 
requests of lire officers with the alniaun of twenty years service, but 
was requiring aedical offieers to reaaic on ectlvs duty for thirty years. 
The benefits In this type of rstlreaent are the seas as for officers who 
are passed over and fcrced to retire under the proaotloa lew, and gener- 
ally apply to those la Pay Cradee 0-5 and 6 (Table XTII). 

’Unlisted personnel with twenty or wore years of 

service «oy, upon request, and subject to approval by higher authority, 

be retired with p«y at the rate of per cent of final basic pay tljnes 

a 

the nuaber of years ssrvlee with a aaxlnua of aevanty-five per cent. 
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In tb 0 abssnc* of « forcod •ttrition »yat»ai «ucb as sxlsts for officers, 
tbls type of rotlreaest is the prlncipel aeans of effecting e flow of 
personnel cut of set ire duty at the top reok* Hequesta for retirement 
ere slaost invariably granted. 

Comparison. 

As in the esse of foreed attrition, discussed in 
the first section of this chapter, the benefits to armed forces personnel 
srs much Kore llbersl then for business end industrial oeployees. With 
regard to officer personnel, bo«rever, this liberality in voluntary 
rstirssent laclcs the Justifiestion that is has under forced attrition. 

It lo to be oxplelned on bletcrical grounds, dating from a tisw when 
voluntary retirement was made attractive in order to stinulats sepera> 
tlooa that could cot be compelled, at now. Presuaebly, operation of the 
promotion law should now meet tbs special needs of the armed foreee In 
iBsintaining competent lesdersbip et all racks. Cndoubtsdly , there ere 
oases in which v luntary retlreaiect 1s desirable, but the granting of 
the same liberal bcoeflts to those who want to **g«t out" as to those 
who ora forced out is of doubtful validity. Ac asntiosod in the eloeiog 
paragraphs of this chapter, it ai^petrs that soce compronise should be 
made between the liberal voluntary rstlrenant benefits end the lack of 
scy benefits at ell to those who separate thoaselves from the service 
by resignation. 

In the case of enlisted personnel, the liberslity 
of voluatery retlreaent benefits i» »orv juntifieble because of the 
ebseace of a forced attrition systsa. Kowevar, hors too, a eoepromits 
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of the «xtr«a«a of bon of Its any bo is ordor. 

withaot epproTal of tbo o«ployor « 

Easlnoss snd Industry. 

In 80 {Mir«tl 0 Q thst is offectod without th« 
ploy9r*s opproTsl, tbo oaployeo la businoso and industry Jioyi tbrougb 
vesting, oxi;:oct to retain sn equity in tho rotlreisont f«aid upon nootiag 
cortsin sorvieo «nd/or ago oor.ditlono (Tables III through VII la Chap-' 
ter IV). In a lialtod nuaber of easos, tho oaployoo who "quits* my 
obtain osrly rotlroEoat bocofits* Sorly retlroaoet at the oloction of 
tho exployee is slloved in only 29 par oont of tho piano in tho Danicers 
T^ot survoy, and la 19 por oont of tho plena in tha O'Koill survey. 

Araod forces. 

Both tho of fleer who roslgno his cowslssien end tho 
enlisted aan with less then twenty years eerviee who does not rasnllst, 
lose ell equity In the retlrexent eysten. 

Coape ri son. 

Under these cooditione, personnel of tho eraed 
forces are at a ooaploto disadvantaso. This rastriction ia banofits Is 
a stroac factor in "holding ths ©aployoo", but from tha viewpoints of 
society and of the indlviduel orployao It defeats the purposes of 
retirement oyeteas. 

Coaproaise ia the armed foroee . 

ifTecogniting the paramount iaportance of the public intoroats 
la relotlon to netioaul dsfeose, the writer d*:i«8 not propose that is should 
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b« "aosy" for paraor.nal to aoparato th*m«dlv*B froa th» dafossa astsb- 
llabsar.t. At tha aoma tisia» tba door should not bo abut to voluntary 
tarainatioa of 9ffiyloy«ant to tha dagraa that parsonnal v(ho do loava tha 
aerviea of tholr otrn volitlou lose all equity in the ratlresont syataa* 

Th -so who aro aaperatad froa tba aarvioa usdar voluntary conditions . 
whether or cot such soparation is in tha bast intarasta of tha aarvioa, 
should neither raeelTa the liberal benafita of officora with twenty 
years sarvica who ara foread out undar tba aalaetion ayataa, nor should 
they rasaiva nothing* In all osaas tha principlea of vaating ahculd ba 
raeognisad. A raasonnbla oor.prosiaa would ba one uadar which tha 
individual aithar rsoaivaa on irjsadiato banafit, at a raducad rata, or 
a dafarrad banafit at tha full rata* By auch a prooedara, tha opportun- 
ity to laeva tba service in order to gain Isstadista liberal benafita 
would bo linitad, and at tho aaaia tlaa tba right of parsennal (and thalr 
dapsndanta) to dafarrad wages would ba racognizad. 

Bo aapnrata aestlon of this study is devoted to tha probloa 
of parsosoel separated froa tha sarvlcas as a result of eourt-aortial 
prooeadiaga. Kara too, tha principlas of vesting should ba applied, 
runiahneot f disciplinary offenses should n >t be visited on tha inno- 
oant dependants of tuilty aarviea parzonnal through the cosplata denial 
of iMirtiolpation In tba "ratlrewant fund**. 
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TABLX xnr 



EASILY mVIlXORS IS 278 FJ'nSSa’ffl? FLAS?.’S, 

BAS5KER3 rmJT SORVZT* 



Frovlsloa 



l(Uab«r 
of plans 



Only with company consant ; 

Aftar attaining aga ••«•••••••• 90 

AftSF ocaplatioa of sorTles ••••«•• 2 

After attaining aga and coaplotion 

of serrloa » . • 7~T 47 

Anytlas 18 

157 (56iK) 



At e«ployaa*s alaottoni 

After attaining aga • • < 

After coAplatloB of serTloa • * . 
Aftsr attaining ago and ooaplation 
of aarvioa t < 



Only for dlaability or herdahjp 
Ko proTiaioo 



37 

2 






TOTAl 



84 (30;^) 

35 (13^) 

2 { im 

278 (100$) 



Of tho 137 (90 plus 37) plana proTlding for ago only: 



AgS 


55 


is ussd 


in 103 plans 


ft 


60 


If 


m 


" 21 " 




50 




n 


"-JL • 






TOTAL 


127 



Of tha 92 (47 plus 45) plans proTlding for aga and aarTiea: 

Ago 55 la uaad in 72 plana (Sarvlca ra;nlreaant ia 10 
»60’***"15* to 20 yaara. In ganaral) 

* 50 * " * ** 



YOWL 92 



Hota: a. Dourca: 269 natire.tieat Flans t (Kaw York: Baaicara Trust Cok- 

psay, 1946), p. 8* 
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TABUS Xf 

unir R 5 Tif?’“jr»!CT pqovnioKr: im 376 cwr mmrr ?Lms, 

nooi».L 3 «auairr AByp^i'-mTioir tjw’t* 



Teurv b«for* aorael r*tlr*s«Dt Korml Ratlrtaant Ag» 

uafl other oondltlona ^ 65 Other Total 



yeere 

10 yeere 

15 yeere 

Not epeeifled • 

10 yeere end yeere of 

pertleSjN&tloa or eerrlce • . • 
10 yeere end dieebility or 

hardship 

10 yeere end yeere of eerriee 

or dieebility 

Mleoolleneoue 

No&o * 



- 


3 


- 


3 ( li) 


3 


255 


6 


264 (7055) 


• 


2 


m 


2 ( l^) 


2 


23 


• 


25 ( ^) 


- 


32 


1 


33 ( 9^) 


- 


10 


e» 


10 ( %) 


_ 


8 




8 ( 215) 


ee 


25 


1 


26 ( n) 




5 


• 


5 ( li) 



TOTAL 5 363 S 376 ( 10055 ) 

ammmmmmmmammmmmammmammmmmmmmmmsammmmatamBammaammmmmmmmmmmmmmmmmmmme 

Bote: e« Source: Aaalysie of Recent Croup Aonaltles . (Washington, D.C.: 

Sooisl Seourity Adsiinistratlon, 194B), p* ll. 
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TABLS XVl 

SARLT R3Tia^‘^^?SrT rK>yi3ICS3 IK 612 SSTIllSi’SJT FUK3, 

0*K31U. 5UWJ7* 







Hunbar 


T7P* . 
ProTlsioa® 


Kuabsr 
of plana 


Condition* for of plan* 

Sarly a*tir*o*nt^ 
ifflth coapany oonaaot (T^^) 

At a*ploy*«*e alactlon 83 (l6ll) 

At elaetion of althar 14 ( 3$) 

Ko data 15 ( JTfe 


Sarljr retlroaant 

• H 

For diaabilltF 
only 

Hon* 


500 ( 82?iJ . . 
8"* ( 1 %) 

26 ( 40 

mi 





5i5 (ioa^ 



Yaap* 

SePTic* 


Conditiooa for Karly 3etir©»^r.t* 
Ho rafaraao* 

Pr*->aoraal Hatlraaant to noraal Ha* No 
5 yr* 10 yra 15 yra tlr*w»nt Ag* 


ooadltior.* 

apeelfled 


Ki*e. A 
Ko Info. 


Hon* 


21 


253 


4 










3 




1 












5 


3 


3 












10 


3 


15 




1 








15 


6 


11 




3 








20 


2 


17 




3 








25 




4 




1 








30 


1 


3 




2 








oth*p 




1 












Tatal 


3 ^ 


30^ 


4 


10 


123 


19 


500" 


r«r cent 


% 


61$ 




2$ 


25$ 


4$ 


100$ 



Hot*! «• 3ourc*: Hugh O’Hslll, Bodarn rp»o«)lon Fiona . (Ko« York: l^eatlo#- 
H*ll, Ine., 1947). 

b. Tablo G-1 on p. 271. 

c. T«bl« a-3 on p. 275. 

d. Spool fie proTislona not availobl*. 

*. DerlTod fro* data in Table G<>1, pp. 271<.273« 



pay Qre4e 




Col. 1 


Col. 2 


Col. 3 


Col. 4 


Col. 5 


Col. 6 


/ 04^. 7 


J 


Cal. 8 




Hank Dlatributlon 


1000 baaa 
diatributloa 


Step 

Attrition* 


CoiiulatlTe 

Attrltioa® 


Pomal 
Oerviee 
In grade 


vorMl total 
aerwlee 

If aaleeted 


'Total 3emca 

If Paaaad 
OTtr 


Par eeflt 
(2^ X ho. Tra) 
(rax. 79 ^) 


Fiaol 

laalc 

Poy 


Pi 

(Par 


0-7# 8 


AteiraX 


.75 


19 




98.1 
















0-6 


Oaptala 


6.00 


156 


13.7 


84.4 


5 yeara 


30 yaara 


31 




X 


1698 


15 


0-5 


Oeaaaader 


12.00 


312 


15.6 


63.8 


7 year# 


25 yaara 


26 yaara* 


65 


X 


585 


3 


0-6 


Lt. C4r« 


18.00 


467 


15.5 


53.3 


6 yaara 


18 years 


20 yaara* 


50 


X 


485 


2 


0-3 


Lleutenaat 


24.75 


643 


17.6 


35.7 


6 yaers 


12 yeara 


13 yaara® 


- 




385 


(19 


0-2, 1 


LTJG it Xaalta* 


38.50 


1000 


35.7 




3 It 3 yra. 


343 yya. 


3 It 4 yra® 


• 




292 


( 3 


TOTAL 




100.00 


2600 


98.1 



















lot«t 



«• Atirltloa rank la<Sl«sted and c«xt faisls«r r»ak« 

b* CtiMilatlva attrltlco by tbe tijM tb« rack Indicated la reached. 

o. Cocerably dleeherged with eaTerecce pay— 2y aostha of flcal bsaic poy for each two iK>ctha 
aarrica; mxIjma of two yaari yay. 

4* Placed on the retired Hat with pay aqaal to 2^ tleos fl&al basic pay tloaa oo«bar of 

yaara aervlca. 

•• Saaigc la adraaead to rank of LTJ8 upon the aatlafaotory completion af three years 
aarwlca end axomlaatloo. 
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TAHLS JJll 

ATTOTIO» kXU &3SJ7IT3 ESCID®? TO A2Y 
Of OmC’^R I'ta'^CWkKL, U.S, KaVT, 

FSMttirSIT P•0?I3ICS^. 0 ? FtniLIC UW 381, SOTR CO!iaiT^R 



- - ..)_ 


C»l. 9 


o 

• 

O 


Col. U 




lirftiS 


Approx. 


idf ix- 


ixpoctod 


Qotlrod (BoporatoA) 


•7 


•t 


pootoscy 


fittlrod 


l»€ 0 «o por j—r 


Moatk) 


SoporaAioa 


(irontho) 


Iflccau 


of •orYleo 



24 


54 


248 


im,952 


U192 


BO 


49 


294 


lU,7a9 


*297 


140)^ 


43 

36 


353 

«» 




42*9 

(703) 


oes)* 


30 


4 » 


( 3,068)® 


(4*1) 
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TABU X7111 



COifTABlSOS or ?55aC*tJJTAG? B?!'Wr3 OF TA<^^^0-0WR CAl’TAIKT, 
C0«liU«’B-SR$, ARB LITJTrSASiT OO'Ti’^SDSRJ tJTfi OF GOfcn’ARABLB 

Cr/lLI'iNS ON ATSRA02 C0!€r?K13ATI0S BASI3 



Captain Coadr. Lt. Cdr. 



A* Final basic paj 


1698 


1584 


$485 


B* Aatirad pay (yaars sarvloa tioaa 2^ 
tlMs A. Faxiaua of 75^) 


524 


380 


243 


C> Arerag^a basic pay (Appa:.diz A) 


454 


409 


362 


Rotlrad pay (B) 
Araraga basic pay (C) 


ll^% 


93^ 


m 


5. Araraga basic pay plus alloifancaa 
(Appandlz A) 


1592 


$542 


$485 


f Ratirad pay (B) 

Araraga basic pay and allorrancas (Z) 


89^ 




50)t 


Q Areraca basic pay (C) 
final basic pay (A) 


.65 


.70 


.75 


H* Assufied final basic pay of ooaparabla 
cirilian (Appendix 6} 


♦9«7 


1619 


$571 


1* Assusad uTsraga basic pay of eoaparabla 
ciTlliaa (a X H) 


642 


433 


U20 


j Ratirad pay (B) 


03i 


8SJR 


57^ 


Assunad ayaraga baaie pay of eoaparsbla 
olTllicn (I) 


K* Median paroantaga benefit of eosparabla 
ciTillan (Table X) 


42^ 


36j{ 


28^ 


L* Median parcentB<?e benefit of eoaparabla 
civilian (Table XI) 


50^ 


ijbi 


39)S 


M* Kuabar of atontha retired officer osy expect 

to draw retired pay (Table X7II, Col. 10) 248 


294 


353 


N. Ruesbar of nontho civilian aigbt expect to 
draw ratirad pay (Life expectancy at 
age 65) 160 


160 


160 



> t f 
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cE^ma VIII 

D13A2ILITY AMD J^U^/IVOS BlSlfflTS 

and separation for dlaablllty . 

G«aor»l. 

Disabilit? refers to tbo inpuirn^at of tho 
faealtloa of ea intflTidual, roaultla^ fro«s accldo.it or diaaasa. Dis- 
ability my ba partial or total, tosporary or parstaeont. 'h«n tha 
afipleyaa la parsaasntly dlsablad to aucb a dagraa that hla oootlnuad 
a&ployaaci io tha aaaa job will 107<ar tha produo tirlty of Me orsanlza- 
ticn, It la ie tha Intarast of tha organleatloa to clra the eaployaa a 
caw position In whleh ho oan operate afflelontly, or alee tar«lnata hla 
anployeent. Where taralnetlon of eoployaent bacosMs naeasaery, It la 
in tho Intareats of the eoployaa and society that prorialon be Made for 
hla security and that of hie dai^ndanta. 

Buaineaa and industry. 

!Than naceasery, tha partially disabled aaployaa In 
baalneoa and Iniuatry aoraally o«n ba roloeatad in a position vherain 
hie diaBbillty alil not Intarfara with efficient Job pai’forKccca. 

In eaaea of total parsenont disability, termination 
of anployatant la tbs only aoluticc. In ratirameot plans that provide 
for disability, the granting of banaflta la usually governed by vesting 
and early retirement provlsloot in tho plana, rather than by apeclfio 
dlaabillty provisions. Of 313 group a;aulty plana in tho 0*5?alll survey, 
only 14 make apaclflc refereseo to tha paysant of disability benefita. 
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Of 152 individual aaoulty plans » 5^^ plans (33 P*? cant) aaka apscifie 
provieloa for sunk bacefita.^ 

Many ooapanias prorlds coatrlbutory lasuraaea plans 
which include covaragw for disability. In Table Xlf are listed prorl> 
sio 0 s found in bokc nelactsd group insurenos plnns. Of fifty ssiployee* 
benefit plans in the stosl iidustry, soalyzed by the Soelsl Security 
Adsinistration, twenty'^ight provide for peraanent and total diaebility 
payacnts in aaounts varying froa $500 to $20,000. 

ArsHSd forces. ^ 

Partial disability asauses greater ixiportanee In 
the arsed forces than it does in busiosas and industry bsoause of the 
need for a consistently high standard of physical perforasnoe in 
silitary service. Kany sen with only pertial dlsabllitlea. who would 
be retained If esployed in civilian organisations, must ba separated 
fros the armed forces. 

Under tbs provlsiooa of the Career Coapoasatlen Act 
of 1949. oonditiona of retiresent and seporatioo for dlaability have 
been coapletely revised. After it appears probable that an individual 
has a disability to suah an extant that he la not qualified to perform 
the dutiea of hie rank, the degree of disability is detersined on e 
peroantage Ispeinaaat besis by ths Vsterans* Adslnistrstion. A given 
disability percentage represscte the degree to which the eapecities of 
e dieebled individual fall below that of a normal person. For dis- 
abilities of less than thirty per cent, the officer or enlisted 2 Utn 
concerned is separated from the service with severance pay (two months* 
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aotlT* duty basic pay par yssr of service to a aaxiJsaA of two yasrs 
basic pay) usloss b« has oora than twenty years sarrloa, Is which easa 
ha say rstira at tha 24 par coat rata. For a disability of thirty par 
o»nt or word, tha IndiTlduel la ratirod, with a choioa of pay equal to 
ths disability porcectaee oultipllod by his basic pay or pay at tha 2^ 
par coat rata. A: azcoption is sMda la tha easa of the iRdivldual with 
laas that eight years sarrlca whoaa disability la not ths rsisult of 
parforasncs of actual duty.^ In this oass be la ssparstad with asTarancs 
pay. If thors is say quaatlon as to ths poraanasoa of ths disability, 
ths aarvicaawtn is plsood on a tsaporary disability rstiraacnt for a 
aazimui of firs ysars. During this psriod ha is glrsn pariodical 
physical sxaainatlons. sad prior to tbo tsralaatloa of ths tlaa period, 
dsclsioa oust bs onde as to whathsr or not his aotlTS esrTlee will ba 
tarsi na tad. 

Coapsrisoa. 

Tho eocditlons undsr which porsonael aust bs 
ssparstsd differ to such a dagros bstsoan tho two estogurlss (arowd 
foroos rarsus busiasss and industry) as to awke laprsotleabls any dirset 
coaperisoB. 0ns factor that should bs conaldcrsd in avaluatlng tbs 
aaount of bansfits thut ars grsntsd araod foross pertonasl is the 
possible aaployability of the partially disabled sarTiestaac in eirilian 
Ufa. 



;3urTlaor banafita . 
Ganaral. 



SurrlTor bacofits rafor to payaonts mda, in a 
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rennet systea, to tb« dspendocts of d«c9a«e<! sT.ipIoyovs* n«cosolsiB€ 
th« laportano* of «»«urity to oaploy** dopood«Qt«, tb« laclusioo of do»tb 
bos«flt» may bo eoosiderod on iaport^nt p^rt of • rotirossat oyntoii* 
Wbotbor or nob • ratirooont eystoa proTidos for pnyaicQt of ourriror 
bonoflto doponds on tbo Testing pmottee in tb«t systes. Usually ebere 
death bssaflts are Tested, e distieetion is eade beteeen death before 
reiireflssnt end daeth after retirensnt. 

Business end Industry* 

Death benefits prior to retirsKeat ere rerely pro- 
Tided ae eo icteersl pert of group simuity or sslf-adainistered plane, 
although such proTlsion is frequently oade in the oace of indlTldusl 
annuity plane, la the 0*Heill surrey (Table 3CX), none of the 313 group 
annuity plane prorides for benefits on death prior to retireaent. Of 
121 aelf-sdainistered plena, 31 plans (26 per cent) proTide for death 
benefits, end of 152 iadiTidaal onnulty plons 150 (99 per eont) aske 
such a proTislon* Sfeny or^nisatioaa ehoae retlraaent plana allow so 
pre-ratiroaent aurTlTorahip benefits, oarry group life insuranoo, uaually 
eontrlbutory. Of the 313 corporations with sroap annuity plans, et least 
235 (75 per cent) effer such insuranoe. Of the 121 aorporetiona with 
s«lf-adffllclsto“ed plans, at least 91 (75 p«r cent) offer group life in- 
soracoe. 

Soas plans eaks proTlsion for the psywent of 
surrlvor benefits in erent of tbs death of on onployso after rstlre:3ont. 
Under indiTidusl a auity plane, it la common to guarantee peynent of a 
winieua total retired benefit* If the retired saployoe should die prior 



